
FEDERAL RESFJCIE BOARD ANNOTJl;OEI • .ENT FCR THE 
WEEK J5NDING .WLY 2, 19?.0. 

ADMITTED 'l'O THE FEDEfu.L RESERVE SYSTEM: 

D!S'J:RICT NO. 4 Capital Su~plus 
The Lewis Bank & Trust Ccm~1y, 

Upper Sanduekyi Ohio .. $ 150,000 ~ 75~000 
DISTRICT NO. 8 

Ci!i tt end en County Bar.k & T:ru.::;t IJo • ~ 
Marion, Arl::an.sas • ~75,000 75,000 

DISTRICT NO. 11 
First State Bank, 

Mat ad or, Texas. 25,000 12,500 
DISTRICT NO. 12 

The .Feoples Bank, 
Sacramento. Calif. 800·,ooo 99,000 

11ERGER: 

,- ~ -, 

if• 

r 584 

Total Resources 

$ 871,693 

2,589,803 

403,610 

7,920.979 

The Logan Trust Company, 2?hi1adel phi a. Penna., has merged into the 
Fidelity Trust Company, ;.hiladelphia, Penna. 
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X-1530 

FEDERA.L RESERvE BOARD ANNOtmCEMENT .FOR ~HE 
WEEK ENDING JULY 9, 1920 • 

.aDMITTED TO THE FEDEBA.L RESERVE SYSTEM: 

DISTRl C'l' NO. 5 Capital Surplus 
United Loan & Trust Co •• 

Lynchburg, Va. ~ 300 .ooo .iw 200;000 
Petersburg Savings & Trpst Co., 

i,OOO,OOO Petersburg, Va. 100,000 
DISTRICT NO. 10. 
Stoe~owers Ban~, 

Evanet•n, r.·y6. so.ooo 35,000 
DISTRlC'.l.' 1~0. 11 

First State Bo.nk, 
Leakey • Texas. 25,000 -- ---

Bank or Cotmneroe &: Trust Co ... 
Mercedes, Texas. 50,000 5,,000 

Merchants State Ban~ 
Port Arthur, Texas .. }00,000 40,000 

Guaranty 1;>t'"'.te Bank & Trust Co., 
.Waxahachie, 1'exa.s. 200,000 15,.000 

DISTRICT NO. 12. 
Mercantile Trust Compaey-,. 

San Francisct, Calif. 4,000,000 3,000 ,ooo 

(aJ-Amount not available. 

585 

Total Resources 

$ 1;655,840 

6,290.654 

714,265 

71,809 

187,045 

1,705,708 

1,640,670 

tal ____ ---
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DISTRICT NO. 6 

i!'EDERAL RESERVE BO&ID ~iliNOUNC,EN.iENT :b'OR THE 
\JEEK EJ.~DING JULY 16, 1920. 

AlJMITTED TO 'rHE l!'IIDEJ:taL REb'ERVE SYSTEM: 

Capital Surplus 

r· 586 

X-1530 

Total Resources 
Wartrace Bank & Trust Company, 

\'.artrace, Tenn. $ 25,000 ~ - - - - ~ 47,949 
DISTRICT NO. 7 
First State Savings Bank, 

Mount Carroll, Ill. 
DIS'l'lUCT NO. 10. 
Uinta County State Bank, 

Mountain View, \'.'yo. 
DISTHIC'J: NO. 11. 

'l'he Celina State Bank, 
Celina, Texas. 

Btate Banlc & ~'rust Com}Ja.ny, 
Houston, Texas. 

Citizens State Bank, 
Maypearl~ Texas. 

First State Bahk, 
Roaring Springs, Texas. 

Central Trust Company, 
San ~tonio, Texas. 

50,ovo 636,997 

40,000 4,000 146 '717 

30,000 7 ,5UO 248,:523 

200,000 

25,000 15,000 2U.H2 

25,000 15,000. 189,192 

1,000,000 150,000 

\iiTHDR;J.AL: 
The Lincoln County Bank, .Merrill, Wisconsin, has v•i thdrawn from membership. 

VOLUNTARY LIQUIDATION: 
Scandinavian American Bank, astoria, Oregon. 

CONSOLIDATION: 
The Savings Union Bank & Trust C0mpany and the :Mercantile National Bank, 

San Francisco, California, have consolidated under the name Mercantile Trust 
Company, San Francisco. 

AUTHORIZED TO AOCEI'l' DBAiTS AN.0 Bl1L8 
OF EXCHANGE UP TO 100 !ER CENT OF 

CAPIT..;.L AND StJRPl..US: 

Citizens National Bank, Baltimore, Md. 
Commercial National Bank, Sherman, Texas. 
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, FEDERAL REsERVE BOaRD .J:U'llWtrNCEI.IENT FOR 'l';lE 
VVEl<TIC ENDING JULY 23, 1920. 

ADMITTED TO THE FEDERAL RESERVE SYSTEM: 

DISTRICT NO. 3. Capital Surplus 
Northeastern Trust Co., 

Reading, Penna. ';'250.000 'w 25,000 
DISTRICT NO. 6 

Peoples Bank, 
Carrollton, Ga. 60,000 27,000 

DISTRICT NO. 8 
Bank of Russellville, 

Russellville, Ark. 75,000 37 '750 
Case Avenue Bank, 

st. Louis, Mo. zoo,ooo 50,000 
DISTRICT NO. 11 

Farmers Guaranty State Bank9 

North Zulch, Texas. 25,000 -- _ ..... 

CONVERSION 

X-1530 

Total Resources 

,, 
.;; 688y937 

594,065 

585,607 

3,, 368.836 

158,657 

The Northern Savings Bank. Fargo, North Dakota, into The Northern 
National Bank. 

AUTHORIZED TO ACCEPT DRAFTS AND BILLS 
OF EXCHJi.NGE U:P TO 100 :fER CENT OF 

CAPITAL AND SURPLUS: 

Lincoln Trnst Company. New. York, City. 
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FtDEP.AL RESERVE DOAIID 4ili1NJGNCEMENT .liOR THE 
Vfa:K ENDING JlJI.Y '!fJ , 1920 • 

ADJ.J!ITTED TO THE FEDERI..L RESERVE S~STEM. 

588 

DIS'l'RICT NO. 6. Capital. Su..rplus. Total EcE~C ilrc es ~ 

The Bank of Pittsview, 
~ 25,000 j; 2,500 $ 139,96~ DISTR!a~tfl~!e!{• Ala. 

Monroe County Bank, 
Brinkley, Ark. 50,000 5,000 322,210 

DI :JrEI CT NO. 9. 
i<'arders &: .Merchants State Bank, 

. Eureka. Montana. 25,000 13,000 451,388 
DI Sl'RICT NO. ll. 
D~llas County ~~ate Bank, 

Dallas, Texas. 250,000 105,000 1,613,411 
Farners State Bank, 

~••rget~w.n, Texas. 50,000 50,000 666,658 
DISTlilc~· NO. 12. 

Security Trust Company, 
Bakersfield, Calif. 500,000 220,000 7,129,622 

CHANGE OF N.A.MZ: 

·The Fidelity Trust Company. Nt:w York, N. Y. has change6. its name 
to the Fidelity Internatior..a1 'lrv.st· Company. 

AUTHl):klZED TO .ac·cE.PI' DB.alt'TB iUID BILLS 
OF. EXCH.:~GZ UP TO 100 PER CENT OJ:" 

CAPITl.L AND StmPLUS: 

Maryland Trust. Company, Ba.ltimoJ·~· Maryland. • 

. . 

• 

• 
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X-1:))0 

FEDERAL RESERVE BOARD ANNOUNCEMEriT FOR THE 
WEEK EliDING AUGUST 6.~1920. 

ADMITTED TO THE FEDERAL RESERVE SYSTEM • 

Capital Surplus 

DISTRICT NO. 2. 
Bank of Blasdell1 

Blasdell 1 N.Y. $ 30i000 $ 10,500 
DISTRICT NO. 3· 

Oxford Bank of Frankfort, 
Philadelphia,Pa. 250,000 55,000 

DISTRICT NO., 4. 
American Trust & Savings B~nk, 

Middletown, Ohio.. 100, 000 20~ : GO 
DISTRICT NO. 7 • 

. First Trust & Savings Bank, 
Rock Island,ILL. lOOiOOO 25,000 

Farmers & Merchants State Bank, 
Seneca, Wisconsin. 25,000 15,000 

DISTRICT NO. 10. 
First Bank of Okarche, 

Okarche, Oklahoma. 50,000 151 000 
DISTRICT NO .. ll •. 

First State Bank~ 
Mathis, Texas. 30,000 16, 000 

DISTRICT NO. 12. 
Rideout Bank, 

Marysville, Calif~ 250,000 ,08,930 
Farmers Sta. te Bank, 

Tetonia, Idaho. 25,000 21 500 

' AUTHORIZED TO ACCEPT DRAFTS AND BILLS 
OF EXCHANGE UP TO 1 00 PER CENT OF 

CAPITAL AND SURPLUS. 

'l'lle First National Bank, New fu.ven, Connecticut • 

To .:tal Re .sou1 .. ces 

1,898, 020 

2, 283, oo4 

554.,198 

535.~ 862 

137.~ 081 

5 .. gl.~3, 632 

llli,875 
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FEDERAL RESF.RVE BO.\UID .aNNOU1JCID/ll'.:J.~T FOR THE 
WEEK ENDING aUGUST 13, 192.0. 

AD11IITTED TO THE FEDERAL RESERVE SYb'TEMt 

DISTRICT NO. 5. 
State B3llk of Kenbridge, 

Capital Surplus 

Kenbridge, Virginia. ~25,000 $ 8,000 
DISTRICT NO,. ll. 

First State Bank, 
Wills POint. Texas. 100~000 35,000 

Dl S'!RICT NO. 12. 
Lincoln County State Bank, 

DavenpOrt t 'liashington • 50,000 10,000 

r 590 

.. Total Resources. 

$ 245,424 

624,630 

561,269 
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·.· .... , ... 

FEDERAL RESERVE BOARD hl."NOUNCEMENT 
lOR THE Y:t'EE.K ENDING ADGlJ~T 20, 1920. 

ADMITTED TO THE FEDEP.AL RESERVE SYSTEM: 

591 

:K-1530 

Cap1tal Surplus Total Resouroes 

DlSTlUCT NO. 3. 

Ieoples Bank of IhHadelphia.. 
lbila.delph!.a. Pe:rma. . i200,000 

DISTRICT NO. '7. 

Taylor County State Bank. 
Clearfield, Iowa. 

DiSTRICT NO. 12. 

Bank et Haines, 
Haines, Oregon. 

25,000 

25,000 

~5,000 $3,7'75~508 

5,000 173,919 

338,682 

The Elmhurst State Bank, Elmhurst, Illino:'.s. has withdrawn 
:from membel'shi.p .. 
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X-1530 

FEDERAL RESERVE BOARD ANBOUNCEMENT 
FOR THE V~EEK ENDING AUGUST 27, 1920. 

ADMITTED TO THE FEDEP.l.l. RESERVE SYSTEM: 

DISTRICT NO. 7. 

Greenfield Sa~ings Bank, 
Greenfield, Iowa 

Van Wert State Bank, 
Van 11 ert , Iowa. 

DISTRICT NO. 12 .. 

British American Bank, 
San Francisco, Calif. 

Capital SUrplus 

$30,000 $5,000 

25,000 25,000-

1,000,000 10,000 

592 

T,.,tal Resources 

451,761 
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' 

FEDERAL RESERVE BOABD ANNOUNCEMENT 
FOR THE WEEK ENDING SEP.rEMBER 3, 19.20. 

ADMITTED TO THE FEDERAL RESERvE S?f'TEM: 

593 

:-:;:-153C 

Capital Surp:tus _!.lta1 Eeso·~-

DISTRICT NO. 7 .. 

· State Bank of Cc:wden, 
Cowden, Illinois $25,000 $10,000 $33:3,54,3 

DISTRICT NO. 11. 

Texas State Bank, 
Canton, Te~s so.ooo 25,000 257,300 

FiX"st State Bar!k, · 
Kaufman, Texas ].00,000 eo,ooo 6f5.S65 

Weodvtlle State Bank, 
Woodville, ~exas 30,000 213,402 

AU',I'HORIZED TO ACCE:t-1 DRAFTS A'ND Bll·LS OF F .. X.CHANGE 
. U.P TO 100 P.P..R CENT 0'!? CAPITAL AND SUR!!AUS. 

Dallas Nat~Qnal Bank, 

The First Nat!c:nal Be.:nk, 

Baltimore Commer~ia.l Bank. 

Texe.s 

Chc1-ttanf'oga, !i.'en!t.essee 

Bal timol'e, A1aryla.r..d 

CHANGE OF NAME: 

The Citizens Bank, Blackstone, Virginia~ has cha~ged its name 
to Citiz~ns Bank and Trust Company. 
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::K-1530 

FEDERAL. RESERVE BOA..liD ANNOUN~ 
FOR THE WEEK ENDING SEI'l'EMBER 10, 1920. 

ADMITTED TO THE FEDEBi:I.L RESEBVE . SYSTEM: 

Capital SUrplus 

DISTRI~ NO. 1. 

~nfo~d Trust Compe~¥. 
Sa.ntord, Ma.in.e, $100,000 $25,000 

Total Re·sources 

The North Side Savings Bank, Chicago, Illinois, has 

withdrawn from membership. 

AUTHOBIZED TO ACC:r<.tt'l' DRAli'TS A.'l'fll :BII.LS 
OF EXCHANGE UP TO 100 lER CEN'T OF CAPITAl~ AND st"TRPLUS: 

The Merchants National Bru~, Los Lngoles, rla-15.:!:\)::'llia. 
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X-1530 

F.EDEBAL RESERVE BO.A1m ANNOUNOEMEm' 
BOB THE WEEK ENDING SE.PrEMBER·l7, '1920. 

SUrplus Total Jlteowoes 
DISTRICT NO. 1. 

Ezcba:nge Trust Compa.ny, · 
.. Boston, Massachusetts $1,000,000 tl,OOO,OOO $18,221,402 

DISTRICT NO. 3. 

Peoples Trust Company, 
Tamaqua, Pexma. 125,000 40,000 930,4:96 

DIS'l'RICT NO. 6. 

J?eoples State Bank, Inc., 
of Galax, Virginia.,. 25,000 18,700 :329,425 

• DISTRICT NO. 10 •. 

Oakland state Bank, 
Oa.kl.a.nd, Nebra.s:ka, . 25,000. 10,000 4:10,640 

DISTRICT NO. 11. 

F1r.st State Bank, 
Celina, Te:ras, 50,000 40,000 471,496 

Guaranty State Bank, 
Hedley, Tezaa, 25,000 12,500 131,109 

DISTRICT NO. 12. 

Bank of Epbl'alm, 
Ephraim, Utah, 50,000 25,000 744,53Z 

CONVERSION: 

The Metro:poltta.n Bank, Seattle, Washington, has been con

-verted· into a lla.t1oDa.l Bank. 

IP· 
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X-1530 

FE."OFRaL RESERVE BOAED AIDJOUNCEMENT 
FO:R THE V:iEEK ENDING SEITEMBER 24, 1920. 

ADMITTED TO THE FEDRRaL RESERVE SYSTEM: 

r 596 

Capital Surplus TOtal Resources 

DISTRICT NO. 2. 

Ridgewood Trust Com.t:any, 
Ridgewood, N. J. 

DISTRICT NO. 7. 

Mechanicsville Trust & Sav
ings Bank, 
Mechanicsville, Iowa 

DISTRICT NO. 9. 

Stockmen's State Bank, 
Browning, Mont. 

$150,000 $40.ooo 

50,000 50,000 

35,000 15,000 

WITHDIUs.VIAL. 

The State Bank of Trumansburg, Trumansburg, N. Y. 

CHANGE OF NAME· 

684,211 

214,876 

The Banker's Loa.n & Trust Company, Sioux City, Ie.. , 
to 

The Union Trust and Savings Bank of Sioux City,. Ia·. 

MERGER 

The Bank of Buffalo has merged with the Marine Trust 
Company of Buffalo, New York. 
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DIS_TIYCT NO. 2. 

FEDERA.L RESERVE BO.tUU> ANUOtnlCEMENT 
FOR THE WEEK ENDING OCTOBER 1, 1920. 

X-1530 

ADMITTED TO THE FEDERAL 11ESERVE SYSTEM: 

Capita~ Surplus 
Total 

Resources 

Lew1a County Trust Company. 
Lowville, New Yoi-k ~1oo,ooo $so,ooo $950,400 

DiSTRICT NO. 7. 

Bennett Savings Bank, 
Bennett, Iowa · 

New Ha~en Savings Bank, 
New Haven, Mich. 

DISTRICT ~!0. ll. 

Briscoe County State B~, 
Silverton, Texas 

DISTRICT NO. 12. 

The Growers Bank, 
San Jose, California 

Farmers State Bank, 
Uniontown, Was~ington 

f3o,ooo 

25,000 

25,000 

300,000 

25,000 

VOL~ARY LIQUIDaTION: 

io,ooo 

ie,ooo 

2;500 

30,000 

2,500 

502,652 

6~5.756 

48,213 

360,000 

361,112 

Far~ers and Merch&nts Bank, Stockton, California. 

CHit.NGE OF 1~: 

The Guaranty Sa.:f'e Deposit & Trust Compmy, Butler, Penna.., 
to 

Guaranty Trust Company of Butler, Butler, Penna. 
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FEDERaL RESEP.VE BOARD ANNf.HJNCEMENT 
FOR TEE WEEK END!N"G OCTOBER 0 , 1920. 

ADMITTED TO !l'HE FEDERai, RES&VE SYSTEM: 

DISTlUCT NO. 6. 

I 

Exchange Bank of Valdosta, 
Valdosta, Georgia 

DISTRICT NO. 9. 

Clarks Fork Valley Bank 
of Fromberg. Montana 

The First State Sank, 
Golden Valley, N. Dakota 

DISTRICT NO. 10. 

Midwest iteserve Trust Comp3-ny, 
Kansas City, .Missouri 

DISTRICT NO. 11. 

Kilgore state Bank, 
Kilgore , Texas 

Capital ~rplue 

$100,000 $14,800 

25.000 

25,000 2,500 

2,000,000 200,000 

25,000 12,500 

X-15:30 

Total 
Resources 

$368,845 

210,756 

220,789 

2,200,000 

198,551 
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X-1530 

' FEDERAL RESERVE BOARD ANNOUNCEMENT 
FOR THE \lEEK ENDING CCTOBER 14, 1920, 

ADMITTED TO THE FEDEPJ1.L RESERVE SYSTEM~ 

DISTRICT NO. 3. 

The Mill Hall Stc;,te Bark, 
Mill Hall, Pennsylvania 

Dime Trust & Safe Deposit Co., 
Shamokin, Pennsylvania. 

DISTRICT NO. 9. 

First State Bank, 
.\Jalnut Grove. Uinnesota 

Farmers & Merchants state Bank, 
S aco • Montana 

Citizens' Bank & Trust Company, 
.Rapid City, South Dakota 

Total 
Capital SurPlus Resources 

$35,000 $15,000 $323,698 

125.000 125,000 1.461,025 

50,000 

25,000 1,000 223,469 

50,000 10,000 636,930 

CHANGE OF NAME : 

Falmlers Sa'V'ingb·· Bi&nk, \7alla We.lla, ·rasr.ington, 
to 

The Farmers and Merchants Bank of Walla V/alla, 

AUTHORIZED TO ACCEPT DRAFTS AND BILlS 
OF EXCHANGE UP TO 100 PER CElfll OF CAPITAL AND STJRPL'lTS: 

National B3J'Jk of Corr..merce, Detroit, Michigan. 
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FEIERAL :RESERV£ BO.AED ANNOUNCE~:IE:NT 
FOR THE \-lEEK ENDING OCTOBER 22, 1920. 

ADMITTED TO THE FDDE:l.AL :RE'3ERVE SYSTEM: 

X-1530 

p-
; 600 

Capi tai su:rplns. 
Total 

Re..§2B~E. 
DISTRICT UO. 6. --Batik of Commercej 

Clayton, Alabama, ~50,000 $213,109 

DISTRICT UO. 12. 
Aurora State Bank, 

Aurora, oregon9 

CONVEES ION: 

13,000 369,217 

The Marine Bank of Seattle; seattle, Washin[ton~ 
to 

The :Marine National Bank of seattle. SePttle, washinc_ton. 

AUTHORIZED TO ACCEPT DRAFTS AITD BILLS 
OF EXCJL.tN<E UP TO 100 PER CE:!-I"'T OF CAPITAL ft.ND SURPLUS : 

'Manufacturers & Traders National Bank, Buffalo, New York. 

PERMISSION Glt.\NTED TO EXERCISE TRUST P<J.i'EBS: {Since October 1, 1920} 

The Third National Bank of Springfield, 
The Peo?les National Barik of Hudson Falls, 
The \7yoming CO'\mty National Bank of VI arsaw ~ 
The Chelsea _National Bank of Atlantic City. 
The First National Bank of Garfield, 
The First National Bank of Port Allegany, 
The First National Bank of Windom, 
The :Manufacturers ~1at ional Bank of Racine, 
The i7hitney-Central National Bank, 
Dallas National Bank, 
The Citizens' National Bank of Waxahachie 1 

Springfield, :Mass. 
Hudson Falls, N. Y. 
r;;arsmv, New York 
Atlantic City, N. J. 
Garfield, New Jersey 
Port Allegany, penna. 
Windom, Minnesota 
Racine. Hisconsin 
New Orleans, La .. 
Dallas, Texas 
Wax.aJ:uichie, Texas. 
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FElERAL RESERVE BOABD AlTNOUNC!l1lE:N'T 
FOR THE WEEK EN'.DING C~TOilER 29, 192Q. 

X-1530 

···~ 

Capital surplus 
Total 

Res our~ 
DISTRICT NO. 7. 

Madison County State Bank, 
Winterset, Iowa. $125,000 $125,000 $1,348,456 

• 
DISTRICT NO. 12. 

Central Point State Banl~:, 
central Point, Oregon, 

Bank of Iron County, 
Parowan, Utah, 

State Bank of Payson, 
Pays on, Utah, 

25,000 5,000 

35,000 21,000 

50,000 10,000 

WITHl1.1AWlJ..S: 

Oyster Bay Bank, 
Elizabeth State Bank, 

Oyster Bay, New York 
Eli£abeth, ' Illit1ois 

AUTHORIZED TO ACCEPT DB:,FTS AUD BILLS OF 
EXCH.AUGE UP TO 100 PER CEN'l' OF CJ\PITAL AND SURPLUS: 

Citizens Co~srcial Trust co., Buffalo, Nmv York 
First National Bank, Greensburg, Penna • 

. PERMISSION GFJ.NTED TO EXERCISE TRUST P0.7E:RD: 

328,866 

324,65b 

425,253 

The Huntington National Bnnk. HuntinGton, \lest Virginia 
The First National Bank of Paulina. Paulina, Iowa 
The First Nationn.l Bank of Ripon, Ripon, ·;;:l.sconsin 
The First National Bank of Brenham, Brenham, Texas 
The State N8tional Bank of El ?aso, El ?aso, Texas 
The New Haven Bank, N. B. A.. No'l;r J;aven, Co1mocticut 
The First National Bc.n.~ of Cumden, Camden, New Jersey 
The Ephrata National Bank, Ephrata, Pennsylvania 
The Southwest National Bank of Oklahoma. City. 

Oklahoma city, Oklahoma. 
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X-1530 

:FEIEP.AL IESERVE BO.AF.D f NNOUNCEI.1SNT 
FOR THE VmEX ENDDTG lTOVEMBER 5, 1920 

A.JlUTTED TO 'l'BE FElER.tL BESERVE SYSTEM: 

:QI§TRICT UO. 6~ 
Commerce Batik & Trust Company, 

Oom.uerce, ~eo:q;.:~, 

La Grange Banking & Trust Co., 
La Grallt~ , Georgia t 

DISTRICT J:TO. 9. 
Citizens State Bank of St. Peter, 

St. Peter, Minnesota, 

DISTRICT NO. 10. 
Meadow Grove state Bank, 

:Meadow Grove, Nebraska, 

DISTRICT NO. 11. 
Bay City :sank & Trust Company, 

Bay City, Texas, 
First State Bank, 

Bishop, Texas, 

DISTRICT NO. 12. 
Madras State Bank, 

Madras , Oregon, 
Jackson County Bank, 

Medf'ord, oregon, 

Ca;.>ita.l 

~100,000 

250,000 

50,000 

25,000 

65,000 

25,000 

25,000 

100,000 

SU!'.PlUS 

.. 
$650,000 

5,000 

10,000 

10,000 

18,000 

20,000 

Total 
Reso_~es 

$326,6Z5 

4,071,433 

770,763 

331,992 

807,460 

235,131 

309,972 

1,218,732 

The Farmers and s tockgTowers Bank of sweet , Gem County, Idaho, has re
moved its place of business to Montour, Gem County, Idaho. 

PERMISSION ~'TED TO EXJ.mCISE TRUST PO:IER3: 

Brotherhood of Locomotive Engineers Co-operative 
Nati.onal :!.\J.Iik of. Clevelrnd, 

~~e County National Bank of Lock Haven, 
The St. Clair National Bank of Belletille, 
The First National Ba.nl;: of l\[arion, 

Cleveland, Ohio. 
Lock Haven, Penna. 
Belleville, Ill. 
:Marion, ·111. 
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EX OP'PICIO MEM8SR8 

DAVID P. HOUSTON 
SICRDARY OP THI TRHIURY 

CHAIRIIAN 

JOHN SKELTON WILLIAMS 
COIIPTROLLIR OP THI CURRINCY 

FEDE:RAL RESERVE BOARD 

ADDRE88ltEPI.Y TO 

FEDERAL RESERVE BOARD WASHINGTON 

F.8IERAL RESERVE BOARD A:NEOUJ:TC.Cl:L11T 
FOR TEE ·:lEEK EliDING NOv'JZJ:·'l.BE.R 12,1920 • 

.ADJ:!IITTE.D TO THC :£."EIEB.AL RESERVE SY'.3TE!I: 

Capitc.l. 

DISTRICT HO. 4.. 

The Adena commercial & savings Bank, 
Adena. Ohio. $60,000 

DISTRICT NO. 7. 

Magnolia Savings Bank, 
Magnolia, Iown.. 

DISTRICT NO. 12. 

Conmrercial Bank of Turlock. 
Turlock, California. 

25,000 

'75,000 

WITHDRAWAL: 

Surplus 

010,000 

35,000 

603 
W. P.ll. HARDIIIII. GIOYIRNOR 
EDIIUND PLATT. VICE GOVERNOR 
ADOLPH C.IIILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN. SICRITARY 
R.ll. EIIERSON.A:ISJSTANT SICRnARY 
W. II.IIILAY, FIICAL A81NT 

X-1530 

Total 
Resources 

~~108,553 

320,837 

1,111,725 

First Trust and savings Bank, Winama.c, Indiana. 

LIQUIDATION; 

Leon Savings Bank, Leon; Imva. 

AUTHORIZED TO ACCEPT DJU\FTS AND BILLS OF 
EXCHANGE' UP TO 100 .PER CE.1.TT OF CAPITAL XND Str.RPL'L'S: 

Secu:ri ty National Bank of Oklahoma City~ Olq.ahoma. 
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X-1530 

:F'F.JJ.:: R4J~ R8SEP.":'..J BO.ABD .ANlWDNCEr/reailT 
FOH THE IJ0SK E'liDIHG HOVB'l·1BCR 19} 1920 

DISTRICT !TO. 6. 

Bank bf Donalrlso:nville. 
Donaldsonville, Georgia, $100,000 

DISTRICT lTO. 7. 

Secu:rity Trost & Savings :Sa:nlr~ 
Shenando8h 9 Io\·:a, 60,000 

Surphw 

~~50 ,000 

6,000 

TOtal 
Resources 

$724,9Z9 

395,254 

PEP.l'USSION GI\Ali'!TED ~'0 E:XSHCrJR ~RUST P0.7EBS: 

Tl1.e Fi:rst National Bank of Randolph. R&ndoi.~?h, l~eb:raska.. 

604 
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X-1530 
FEIERA1 :£-£SERVE BOARD A11NOUNCEI.1ENT 

FOR TEE 1,"JEEK EHDING NOVEM.IER 26,1920 

AIMITTED TO THE F.E'DERL'>.L RESERVE SYSTEM: 

:Q!STRIC~ NOo 7, 

Citizens State Dank, 
Early, Im-;a 

The Hanilton County State Dank
Uebster City, Iowa 

Stratford State Bank, 
Stratford, Wisconsin 

DISTRICT NO. 10. 
The Fidelity State Bank, 

Aurora, Nebraska 

DISTRICT NO. 12. 
J. N. Ireland & ·co. ,Bankers , 

Malad Cit~·, Idaho 

Capital 

~30,000 

100,000 

50,000 

50,000 

40,000 

CONVEilS I ON: 

. 
§urplus 

$33,000 

30;000 

10,000 

~fS,OOO 

12,500 

Total 
Resource§_ 

$421,149 

1,663,582 

459,396 

907,888 

612,913 

The superior savings and Trust COkpany, Cleveland, Ohio, 
to 

The Superior National Bank and Trust cor~any of Cleveland. Ohio. 

PERMISSION GRANTED TO EXERCISE TRUST PO\"IEBS: 

The second National Bank of HoboY~n, 
The First National Bank of RidgevJOod, 
The First National .Dank of Merchantville, 
The Broad Street Nntionnl Bnnk of Philadelphia, 
The First Nationn.l Dank of Sharon, · 
The Superior Nntional :Dr>.nk & Trust Cor:1p<1.ny, 
The Central Nationn.l Dank of Cleveland, 
The First National Bank of Aurelia, 
The First National Bank of Mn~~ille, 
The First Nationn.l Bank ofEuergon, 

Hoboken, New Jersey 
Ridgewood,New Jersey 
:Merchantville , N. J. 
Philadelphia, Penna. 
Shnron, Penna. 
Cleveland, Ohio 
Clevelnnd, Ohio 
~\Ul'elia, !OWD. 
Maryville ,]{iss ou:ri 
Er.1erson, Nebl":lska 
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L 

Xo-1530 

FEDERAL RI:S:SRVE BOAP.D Al~70t.I'NCEMENT 
FOR THI: r1EEK SNDING DEC!lffiER :3, 1920. 

ADMITTED TO TR~ FEDERA.L RESERVZ SYSTEM: 

DISTRICT NO. 5. 

F<~rmers Bank & Trust Company, 
Forest Cit~, N. c. 

DISTRICT lJO. 7. 

Cormnercic..l SavinGs Ban.":, 
FarrE~.gut , Iowa. 

Hudson savings Banl~. 
Hudson, Ioml. 

Conrnercio.l Stnte Bank, 
Constantine, l!ich. 

Spart~ State Bank, 
Sparta, Mich. 

DISTRICT NO, 8. 

Saline Trust & Savings Dank, 
Harrisburg; Ill. 

DlSTRJCT I~O. 12. 

Guaranty .Bank & Trust Com_pe.ny, 
seattle, wesh. 

Capital 

c, 100,000 

40,000 

50,000 

25,000 

30,000 

100,000 

250,000 

LIQ.Ult.AT ION 

The J.merican Bank, Balti"more, Maryland. 

The City Nationcl Banlt of Lansing, 
The Natio:n.:;.l Bnnk of Commerce of Hominy, 
The Lycomine Ui>tione,l Br.rJc of '"":illir.>msport, 
The Fzmners Uational Benlc of Shelbyville, 
The First l'J<.!tionr.l Banlt of 1::1 Pa£>0 1 

• 

sural us 
Total 

Resources 

~;·. 75,000 c 1,347,778 

_10,000 

20,000 

5,000 

6,000 

50,000 

4.9,500 

247,393 

648,994 

346,061 

525,264 

. 867,640 

1,209.574 

Lans'ing, M:!c;:higr:n. 
Hominy, Oklf!.homa. 
~Jillioms:;>ort, Penna. 
Shelb~ville, Inei~nn. 
El Paso, Illinois. 
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x-1530 

DISTRICT lTO. 1. 

:FEIER.AL RESERVE :UOJ:..RD LlJ.HOUlTCU~lTT 
FOR THE ~.lEEK EHDiliG IlECE:r:'IDER 10, 1920. 

ADLIIT~D TO THE F'EDE.ri:~L RESEII.VE SYSTE:U: 

Capital §urp1us 
Toto.l 

Resources 

Uassa.chusetts Trust Corrpany, 
:Coston, Hassachusetts $1,000,000 $500,000 $16,712,551 

DISTRICT 1!0. 6. 
Dank of Jmversville. 

:Uowersville, Georgia 
Fan.1ers & nerchants Dank, 

Hartvrell, Georgia 

DISTRICT ITO. 7. 
FanJers State Dank, 

Grand River, Iowa 
Farr.:ers Snvi11f;s Dank 1 

Ute, Iowa 

DISTRICT lTO. 8. 
Doli var County Dank, 

Rosedale, lUssissippi 

DISTRICT ITO. 9, 
Fa~rs State Dank, 

Vlorden, Montana 

DISTRICT ITO. 11. 
Del Rio ::ank & Trust Coqpnny, 

Del Rio, Texas 

25,000 5,000 

100,000 12,000 

25,000 15,000 

25,000 

150,000 

25,000 5,000 

100,000 80,000 

VOLUllT.ll.RY LIQUID.A.TIO!TS: 

Pan .Ar..ericD.n Dank & Trust Coqpany, new Orleans, La. 

124,212 

. 494,262 

364,848 

139,255 

547,273 

248,080 

770,621 

Bank of Conr:1erce, Hi ell Point, north Carolina (Consolidated 
vlith HiGh Point Branch of the \'Tachovia Bank & Trust Con
pany, \7inston-Salen, r:. c.) 
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FEDEHAL F.ESERVE BOARD AliTWUNCill1EllT 
FOP. THE WEEK EliDING DEC}'.:l.IBER 1?, 1920. 

AD1UTTED TO THE FEDERJl..L EESERVE S'YSTE!.l: 

Capital 

DISTRICT NO. 6. 

Plains Dank, 
Plains, Georgin, $50,000 $10,000 

Oglethorpe County I:ank, 
Lexin&~on, GeorGia, 

Central Lanlc, 
Swainsboro, Georgia, 

DISTRICT liO. 11. 

First Guaranty State Dank~ 
cross Plains, Texas, 

25,000 

25,000 

' 30,600 

C!WTGE OF NAME : 

25,000 

Alliance Dank, Rochester, :tr. Y., to Lincoln- Alliance Dank. 

PERUISSION GRANTEr TO EXERCISE TRUST POiVERS: 

Peoples National Bank, Elizabeth, New Jersey 
First :National Bank of Thermopolis, w:;roming. 

608 

x-1530 

Total 
Resources 

~~562,223 

337,130 

25,000 

256,165 
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X-1530 

FEIE.RAL RESERVE BOARD "'.NNOUNCE1'lENT, 
FOR THE VJ.EEK Elill.!HG IECElffiB.R 24, 1920. 

A:Il.1ITTED TO THE FEDERAL RESERVE SYSTEM: 

surplus 

DISTRICT NO. 2. 

Total 
Resources 

Fidelity Trust Co~any, 
Newa~k, New Je~sey~ 

O~leans County Trust Company, 
Albion, New York~ 

$3,000,000 $630!634 $31,618,766 

DISTRICT NO. 6 • 

.Bank of Monroe, 
T:'lonroe, Georgia, 

DISTRICT NO. 9. 

100,000 

300,000 

50,000 667,359 

75,000 1,085,669 

Metals Bank & Trust Company, 
Butte, Montana, 300,000 200,000 6,566,581 

DISTRICT NO.. 11. 

security Bank & Trust Company, 
El Paso, Texas, 200,000 

PEBJ'..HSS ION GRA.NTED TO EXERCISE TRUST POWERS: 

The Baxter National Bank of Rutland, 
The First National Bank of Hazleton, 
The City National Bank of canton, 
The Fi~st National Bank of Hoquiam, 
The Uetropolitan National Bank, 

Rutland, vermont 
Hazlet on ,Penna. 
Canton, Ohio 
Hoquiam, VJash. 
seattle, wash. 
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X-1530 

FEIElUL EESE:RVE BOARD ANNOUlTCElreNT 
FOR THE ':lEEK ENDING lECEl'IDER 31, 1920 • 

.AJl.UT'l'ED TO TilE: F.ElERAL R<::SERVE SYSTEM: 

DISTRICT NO. 4. 

First Trust &: savings Co., 
Cleveland, Ohio 

DI;2TRICT NO. 6. 

Central State Bank of Lakeland, 
Lakola.nd, Florida. 

DISTRICT NO. '7. 

State Bank of Early, 
Early, Iowa. 

Schaller Savings Bank, 
S cballor, Iowa 

Capital 

100,000 

25,000 

... -

20,000 

25,000 

Total 
Resources 

352,440 

388,288 

The comnercial Bank & Trust CoJI!Pany of Laurel, Mississippi, bas 
been converted into a National bank. · 

PEBMISSION GIW'lTED TO EXE!:RCISE TRUST POVv'Effi: 

The Manufacturers National Bank of Troy, 
Tho Ashland National Bank, 
The Commercial National Bank &: Trust Co., 
The Swedish-.american National Bank, 
The Waukegan National Bank, 
The City National Bank of Battle creek, 
The Nebraska City National Bank, 
The First National Bank of Albuqa.erque, 

Troy, N. Y. 
Ashland, K.y. 
Laurel, Miss. 
Rockford, Ill. 
Vla'Ukega.n, Ill. 
Battle Creek,Mich. 
N~brask.a City, Nebr. 
Albuquerque , N .~~ex. 
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CAMPAIGN FOR MEMBER STATE BANKS 
(~KLY REPORT.) 

- - - - - - - ~ - - - - - - - - - - - - - -
District . Sta. te Banks St3.'te Banks • Increase : Eligible· . . • Eligible . 

Federal Reserve Be&rd 
washingtonJ D.c. X-1802 

Sat urday1 July 3,1920 
- - - - - - - - - - w - - - - -

: Decrease : Percentage 
• members • members . during :non-members:non-memberst during • state bank . . • • 
:June 26,1920 • this date • Reek :June 26, .- ..... , this date: week : members to total . . -.. 
: 1920 • . state banks .. . 

- - - - - - - - - - - - - - - - - - - - -----·-- - - - - -. - - - - - ------- - - - - -
Boston 36 36 0 163 163· 0· 18 
NaN York 132 132 0 250 ~~ 0· 35 

. Philadelphia (a) · 41 40 {decrease 1) • 266 0 13 . 
Cleveland lOS 109 1 500 499 1 lS 

0 • 
562 Richmond 53 53 0 562 0 9 

Atlanta 72 72 0 7cb 7cfJ 0 9 
Chicago 339 3~ 0 1;9Q3 11903 0 15 
St.Louis 85 1 918 917 1 9 

659 Minneapolis lgl 107 0 656 0 14 
6 R'ansa s City 56 0 880 880 0 

Dallas 160 161 1 373 372 .1 30 • • 
Sa.nFrancisco 184 185 1 598 597 1 24 

- - ... ·- l 

' 
" ' ~~ 

f.! 
!A 
0 

.., 
·' < 

1 
' '!If 
., 
., 

"!i 
,,;-

:t 

; 
.... - .... - - - - - -- - ·- - - - - - - - - ---- ..... -- - - - - - ------ - - - - - .. 'j 

Total 1,373 1,376 • 
3 7, 775 7,771 4 15 

(a) Merger of two member banks, 

,l 
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D:.strict 

Boston 
Ne·x York 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St.Louis 

Minn63.polis 
Kansas City 
Dallas 
San Fra.nci sco 

Total 

CA:i~PA IGJ."'J FOR MEMBER STATE BANKS 
(WEEKLY REPORT) Federal Reserve Board 

',7ashington) D.C. 

SaturdayJ July 10,1920 
x ... 1so2· 

- - - - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
St:~.te B:mks 

members 

July 3,1920 

36 
J.j2 

40 
109 

53 
72 

3}9 
g6 

107 
56 

161 
185 

St:~.te Banks 
members 

this date 

36 
132 

40 
109 

55 
72 
3~ 

107 
57 

165 
186 

Increase : Eligible : Eligible 
during :non-members:non-members: 
·.veek :July 3~1920 : this date: 

.-

2 

1 
4 
1 

8 

\ . . 

.. . 

. . -- - -: 

163 
250 
266 
499 

562 
7cfJ 

1J903 
917 

656 
880 
372 
597 

560 
7c6 

1,903 
9~7 

656 
879 
368 
596 

7, 763 

Decrease 
during 
·116ek 

2 

1 
4 
1 

8 

Percentage d 
state bank· 
members to total 
state banks 

18 
35 
13 
18 

9 
9 

15 
9 

14 
6 

31 
24 

15 
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CAMPAIGN FOR MEMBER STATE BANKS 
( ·.7EEKLY REPORT) Federal Reserve Board 

~7ashington, D.C .. 

Sa turd~y ,. July 17,1920 X-1802 

District 

Boston 
New York· 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St.Louis 

Minneapolis (!l) 
K3.nsa s City 
Dallas 
San FranciE: co (b) 

·: St.:~. te Banks : State Banks 
: members members 
: July 10,1920: this d:tta 

36 
1)2 
4o 

109 

55 
72 

3~~ 

36 
132 
40 

109 

55 
73 

340 
86 

Increase 
: during 

week 

1 
l 

107 
57 

165 
186 

1c6 (Decrease 
58 

1) 
1 

170 5 
184 (Decrease 2) 

: Eligible : Eligible : Decrease 
:non-membere:non-members: during 
: July 10, this date :. <leek 

1920 
- - - - - - - -
163 163 
250 250 
266 266 
499 499 

560 560 
7o6 705 1 

1,903 1,902 l 
917 917 

656 657 (Increase 1) 
879 878 1 
368 373 5 
596 596 

---.----- - - - - - - - -
Total 1,384 

. 
7,763 7, 756 5 7 

(a) One ·ni thdrawa1 
(b) Liquidation of 2 member banks, 

Percentage of 
st3.te bank 
members to total 
st'l te banks 

18 
35 
13 
18 

9 
9 

15. 
9 

14 
6 

32 
24 

15 
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CAMPAIGN FOR MEMBER STATE BANKS 
{WEEKLY REPOR'l') Federal Reserve Board, 

Uashington1 D-C· X-1802 

- - - - - - -- -------- ------ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
m.strict • State Banks State Banks Increase • Eligible . Eligible Decrease • Percentage of • . ' . . members members during :non-members:non-members: during state bank . 

• this date week !July 171 this date: >Veek members to total . 
~July 17,1920: 1920 st3.te banks 

- - - - - - - - - -. - - - - - - - - - - - -
Bo2ton 36 36 163 163. 18 
Now York 132 132 250 250 35 
Philadelphia 40 41 1 266 265 1 13 
C'lBveh.nd 109 109 499 499 18 

Richmond 55 55 560 560 9 
l.t·lanta 73 74 1 705 7o4 1 .9 
Cl'dcago 340 340 11902 1,902 15 
St.Louis 86 88 2 917 915 2 9 

Minneapolis ·(a) lc6 105 (Decrease 1) 657 657 14 
Kansas City 58 58 878 878 6 
Dallas 170 171 1 363 362 1 32 
San Francisco 184 184 596 596 24 

- - - - - - - - - - - -- - - "' - - -- - - - - - - - - -
Total 1,389 1~393 4 " 7 .. 756 7, 751 5 15 . . 

(a) One state member bank converted into a National Bank, 

' \, 

- - -
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CAMPAIGN FOR MEMBER STATE BANKS 
(WEEKLY REPORT) 

Federal Reserve Board., 
Washington, D.c. 

Saturday 1 July 31.,1920 X-lS<E 

------ - - - - - - - - - - - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - -------
District : State Ba.nks Sbte Banks Increase : Eligible ~ Eligible Decrease Percentage of . member a members during :ncn-members:non-me~bers: during • state bank . . 

~ J'...i.ly 2l+_.l920 this date week :July 24 .. . this d:1te: week : members to total . .. 1920 st~te banks 
- - - - - - - - - - - - - - ------ --
Boston 3S 36 163 163 ... 18 
New Yol·k 132 132 250 250 35 
Philadel:ohia 41 41 265 265 .. 13 
Clevel:md 109 109 499 499 ... 18 

Richmond 55 55 560 560 9 
AtlJ.nta 74 75 1 : 704 703 1 10 
Chicago 340 340 :1,902 11902 15 
St.Louis 88 89 1 . 915 914 1 9 . . 
Minneap o1i s 105 1C6 1 657 656 1 14 
Kansas City 58 58 878 878 ... 6 
Dallas 171 173 2 362 36e 2 32 
SanFra.nci sco 184 185 1 596 595 ·1 24 
- - - - - ------- - - - - - - - - - - - ... - - - - - - - - - - - - - - - - -. 

Total 1 .. 393 1,399 6 :7,751 7,745 6 15 
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.. - - - - - - - - - -
;-ll.strict Sb .. te Banks ! 

members 
.. July 31,1920 ! 

- -· - - - - - - - - - - -
toston 36 
/Jevl York 132 
Fhila i.elphia 41 
Cleveh.nd 109 

Richmond 55 
J:..tlanta 75 
Jh; c:ago 340 
St.Louis 89 

1/irmeapol is 106 
Ya.nsas City 58 
ll3..llas 173 
SJ.nFrancisco 185 
- - - - -- - - - - - -
Total 1.-399 

CAMPJ\lrW· .FOR 0.1BER STATE BANKS 
(WEEKLY REPORT} 

Federal Reserve Beard 
Washington., D. C. X-1802 

fat u.rday 1 August 7 A 1920-
- - - - - ·- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
St:J.. ta B:lnks Increase . Eli,;ible : Eligible Decrease Percentage . 

members during :non-members:non-members: during state bank 
this date week :July 31, this datf';J: week members to 

1920 st::..te banks 
- - - - - - - - - - - - - - - - - -

36 163 16~ 
./ 18 

133 1 250 249 1 35 
42 l 265 264 1 13 

110 1 499 498 1 18 

55 560 560 9 
75 703 703 10 

342 2 : 11902 1,900 2 15 
89 914 914 9 

lo6 656 656 14 
59 1 878 877 1 6 

174 l 360 359 l 32 
187 2 595 593 2 24 

- - - - - -:-- - - - -

1, 408 9 7,745 7, 736 9 15 

-
of 

total 

- - -

- - -
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DISTRICT 
: State Banks 

members 
:Aug. 7,1920 

CAMPAIGN FOR MEMBER STATE BANKS 
(WEEKLY REPORT) 

X-1802 

State Banks 
members 

this date 
• • 

Federal Reserve Board, 
Washington, D. c. 

Saturday, August 14, 1920 

Increase : Eligible : Eligible : Decrease :Percentage of 
during :non-members:nonmembers: during :State bank 
•eek :Aug, 7,1920: this date: week :members to total 

:State Banks 
-·--------------------------------------------------------------------------------------------------------------
Boston 36 36 163 163 18 
NO\'! Yo-rk 133 la~ 249 24~ 35 
P!:. iladelphia 42 • 264 26 13 . 
C:i. ovela. ni 110 110 498 498 18 

Richmond 55 56 1 560 559 1 9 
Atlanta 75 75 703 703. 10 
Chicago 342 342 1,900 1,900 15 
st. Louis 89 89 914 914 9 

Minneapolis loG loG 656 656 14 
Kansas City 59 59 877 877 6 
Dallas 174 175 1 359 358 1 33 
S:l.n Francisco 187 188 1 593 592 1 24 
----------------------------------------------------------------------------------------------------------------

TOTAL 1,408 1,411 3 • 7, 736 7,733 3 15 . 
--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
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CAM'AIGN FOR MEMBER STJ.TE BJNRS 
(WEEKLY REPORT) 

Federal Reserve Board, 
Washington, D.C. 

Saturday, August 21,1920 X-1802 
t ..... - - - - - - - - - - - - - - .- - - - - - - - - - - - - -- - ..... : - - .... - - - - - - - - - - - - - - - - - - .... 

Ii.1strict : State Banks 
: members 
:P.ug.14,1920 

-~----------
Boston 
Hew York 
"Phi19.deJ1-:b!a 
CleYe:EU:.C.. 

Richmond 
.. Hlanta 

Chicago 
St. Louis 

Minneapolis 
Kansas City 
Dallas 
sa:DFrancisco 

36 
133 

42 
110 

56 
75 

342 
89 

106 
59 

175 
188 

--- - - - - - - - - -
Total 1,411 

State Banks 
members 

: this date 

- -
"Z.h J .• 

1~~ 
J./ 

43 
110 

56 
75 

342 
89 

106 
59 

175 
189 

- - - -

Increase : Eligible : Eligible 
during :non-members :non-members 

week ·:Aug.7.1920 ' this date: 

- - - - - - - - -- - - - -... 163 163 
... 249 249 

1 264 265 
498 l>93 

559 559 ... 703 703 
1,900 1,900 

914 914 

656 656 
877 877 
358 358 

1 592 591 

1,413 2 . 7, 731 

Decrease ~ Percentage of 
during L state bank 

-

week f members to total 
state banks 

- - -

1 
.... 

... 

.. 

... 
1 

2 

18 
35 
14 
18 

9 
10 
15 
9 

14 
6 

33 
24 

- - - - - - - - - - -- -
15 
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- - - - - - - - - --~----
District : State Banks 

members 
:.Aug .21,1920 

CJMP.AiGN FOR MEMBER ST ~TE BANES 
(WEEKLY REPORT) Federal Reeerve Board, 

Washington, D.C. 

Saturday, August 28th, 1920. X-1802 

------- ------ - - - - - - - - - - - - - - - - - - - - - - -
State Banks Increase : Eligible : Eligible Decrease : Percentage of 

members during !non-mernbe rs ;non-members : during • StRte Bank . 
this date week :Aug.2l, • this date . week : members to total • . 

1920 : t s tA. te b a:hks 
- - - - - - - - - - - - -- - .... ______ --- - ------ - - - -- - - - - _____ .,. 

Boston 36 36 163 163 18 
New York 133 133 249 249 35 
Philade l:phia 43 43 : 263 263 14 
Cleveland 110 110 495 495 18 

Richmond 56 56 559 559 9 
Atlanta 75 75 703 703 10 
Chicago 31.!2 344 2 1,900 1,898 2 15 
St.Louis 89 89 914 914 9 

Minneapolis 106 106 656 656 14 
Kansas City 59 59 877 877 6 
Dallas 175 175 358 358 33 
SanFrancisco 189 190 1 591 590 1 24 - - ...... - - - - - - - - - - - -- ------ - - - - - - - - - -
Total 1,413 1,416 3 7,73~ 1 '728 3 15 
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- - - - - - - - -
District 

------ -
Boston 
New York 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St.Louis 

Minneap ol is 
Ka. naa.s City 
Dallas 
SanFra.ncisco 

Total 

CAMPAIGN FOR MEMBER STATE BANKS 
(WEEKLY REPORT) 

---------
: state Banks Shte Banks 

members members 
:Aug.281 1920 this date 

- - - - - - - - - - - - - -
36 36 

133 133 
43 43 

110 110 

56 56 
75 75 

344 345 
89 89 

lo6 lc6 
59 59 

175 178 
190 190 

- - - -- -- -- -
1, 416 1,420 

Federal Reserve Bcari 
Vlashington~ D.c. X-1802 

- - - - - - - - - - - -
Increase : Eligible : Eligible : Decrease : Percentage of 

during :non-members:non-members: during : State bank 
week :Aug.2S1 : this date: week :members to total 

1 

3 

- -! 
4 

1920 State banks, 

163 163 
249 
263 

249 
263 

498 498 

559 559 
703 703 

1JS98 1,897 
914 914 

656 656 
877 877 
358 3S5 
590 590 ----------

71728 7,724 

L-

... 
3 ... 

- - . - - - - --
18 
35 
14 
18 

9 
10 
15 
9 

14 
6 

33 
24 ------- .... _____ ..,. 

4 16 
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CAMPAIGN FOR MEMBER STATE BANKS 
(~EXLY REPORT) 

X-1802 

Federal Reserve Board 
Washington1 D. C, 

Saturday1 September 111 1920. 
----------------------------------------------------------------------------------------- -------------------

DISTRICT 

; State Banks : State Banks 
·,": members 

members : this date 
! Sept. 41 1920: · 

Increase Eligible : Eligible : Decrease :Percentage of 
during :non-memb3rs:n:m-rr:embers: during :State Bank 
week : Sept. 4, : tnis date : week :members to total 

1920 :State Banks . 
--------------------------------------------------------------------------------------------~----------------
BeEton 36 37 1 163 162 1 19 
Naw York 133 133 2il9 249 35 
Philadelphia 43 43 263 263 14 
Cleveland no 110 498 498 18 

Richmond 56 56 559 559 9 
Athnta 75 75 703 703 10 
Chicago 345 344(!Jecrease 1) 11397 l, 898 (Increase 1) 15 
St. Louis 89 89 914 914 9 

Minneapolis 1C6 lo6 656 656 14 
Kansas City 59 59 877 877 6 
Dallas 178 178 355 355 33 
San Francisco 190 190 590 590 24 

TOTAL 11420 0 7, 724 0 
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CAMPAIGN FOR MEMBER STATE BANKS 
(WEEKLY REPORT) 

X-1802 

Federal,Reserve Board 
Washington1 D. C. 

Saturd~y, September 18, 1920. 

-----------------------------------------~--~-----~-----------------------------------~----·-~-~--~------~----. State Banks State Banks Illcrease . Eligible : Eligible . Decrease :Percant~ge of . . . 
DISTRICT members members during :non-members:non-mambers: during :st~te Bank 

: Sept.ll., 1920 this date week :Sept. 11, ;"'this date . week :members to total . 
1920. :State Banks 

------------------·--------------------------------------------------------------------------------------------
Boston 31 }8 l 162 161 1 19 
New York 133 133 - 249 249 35 
Philadelphia 43 44 1 263 262 1 14 
Cleveland 110 110 498 498 18 

R~ hmond 56 57 l 559 558 l 9 
At.:::.3.nta 75 75 703 703 10 
Chicago 344 344 .. 1898 1898 15 
St. Louis 89 89 : 914 914 9 

· Minneapolis lo6 106 • 656 656 14 . 
Kansas City 59 60 l 877 . 876 l 6 
Dallas 178 180 2 • 355 353 2 34 . 
S:l.n Francieco 190 190 590 590 24 
-------------------------------------------------------------------------------------------------------------~ 

TOTAL 11420 11426 6 7,724 7, 718 6 16 
---------------------------------------------------------------------------------------------------------------
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District 

Bos ten 

Phi3aC:elr~1ia 
Clereland 

Ricb~ond 
~tlanta 

Cbicego 
St.Louis 

W.n.1eapolis 
I\J:u13etS City 
Dall s.s 
SanFrancisco 
- - - - -
Total 

X-1802 
C~MP.AIGN FOR MEMBER'·ST.ATE BANHS 

State Banks State Banks 
members members 

(WEEKLY REPORT) . Federal Reserve Board 
Washington, D.C. 

Saturda¥, Septenber 25,1920, -- - - - - - - - - -··- - - - - - - - - - - - - - - - - - -
dunng non-members non-members during state bank 

Sept, 18,1920 this date 

Incre~se Eligible. · ., Eligible Decrease I Percentage of 

week Sept. 18, I this date week II members to total 

-

38 
133 
44 

110 

57 
75 

344 
89 

106 
6o 

180 
190 

- - -
1,426 

--

38 
132 (Decrease 1 

44 
110 

57 
75 

345 l 
89 

107 l 
6o 

180 
190 
- -- -

l ,1427 1 

1920 · , state banks 

161 
249 
262 
498 

558 
703 

1,898 
914 . 

656 
87'6 
353 
590 

- - - - -
7.718 

161 
249 
262 
498 

558 
703 

1,897 
914 

655 
876 
353 
590 

- - - -
7. 716 

l 

1 

2 

19 
35 
14 
lS 

9 
10 
15 
9 

14 
6 

34 
24 

16 
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C.lllVlPAI GN FOR MEMBER STATE B~K:S 
(WEEKLY REPORT) 

• 

FedGral Reserve Board, 
Washington, D. C., 

X-1798 

Saturday, Oct. 2, 1920. 

:State Banks:State Banks~Increase: Eligible · · Eli6ible Decrease : Percentage of 
District ;.aembers we41be1·s : during :non-menibers:non-members: during :State Ba.nk Mem-

:Sep.25,1920: this date : week :S~9.25,1920: this date : week :bers to total 
: : : : : :State Banks. ------------------------------------ -----------------

3oston 
New Ycrk 
~Yhiladelphia 

Cleveland. 

Richmond 
Atlanta 
Chicago 
St. Louis 

r.linneapo1is 
Kansas City 
Dalle:s 
San Francisco* 

. . . . 
38 

132 
44 

110 

57 
75 

345 
89 

107 
6o 

180 
190 

38 
133 
44 

110 

57 
75 

347 
89 

107 
60 

181 
191 

1 

2 

1 
.i. . . . . 

161 
249 
262 
498 

558 
703 

1897 
914 

655 
876 
353 
590 

161 
248 
262 
498 

558 
703 

1895 
914 

655 
876 
352 
588 

2 

1·. 
2 

19 
35 
14 
18 

9 
10 
15 
~ 

14 
6 

34 
24 

------------------------------------------------------
Total, 1,432 7,716 7,710 6 16 

*One state bank member went into vohmtary liquid.:?.tion and two banks admitted. 
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DISTRICT 

Boston 
New York 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St. Louis 

IA:bmea.pol is 
Kansas City 
IB.llas 
San Francisco~ 

C.Al1IP AI G1ii FOR I'IJDiiBER STATE :BAl'4KS 
(WEEKLY REPORT) 

!State Batiks!State Bariks:Increase: Eligible : Eligible . . 

X-1798 

Federal Reserve Board, 
Washington, D. C., 

Saturday, October 9,1920. 

Decrease · Percentage of 

.~ 

. members biembers . during :r~n-memberstnon-members: during State Bank VIem-. . 
:Oct. 2,1920: this date : week !Oct. 2,1920.: this date week bers to total . . . State :Ba.~§_. _ . . . --------

38 38 161 161 19 
133 133 -4 248 248 35 . 
44 44 . 262 262 14 . 

110 110 . 498 498 18 . 
... • 

57 57 . ·-: 558 558 9 
75 76 1 703 702 1 10 

347 347 .1895 1895 1? 
89 89 • 914 914 9 . . 

-4 

107 109 2 655 653 2 14 
60 61 1 ·• 876 875 1 6 

181 182 1 352 351 1 34 
191 191 588 588 24. 

-----------------------------------------------------------------------------------------------------
·.·TOTAL 1432 1437 5 . 7710 7705 5 ;6 . 

-~---------------------------------------------------------------------------------------------------
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~JJ.1? .. :\. :i:GN FO:r. ·1,1E:.lli31• ST ... i;~ .B.I.l-ilffi 
(W.J:!EKLY EEPORT ) 

X-1802 

Federal ReserVe Board, 
washington, .D. c., 

Saturd~y. October 16~ 1920. 
-----------------------------------------------------------------------------------------------------

DISTRICT 

Boston 
New York 
Philadelphia 
Cleveland 

Ricbmond 
Atlanta 
Chicago 
St. Louis 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

TOTAL 

:State Banks:State Banks: Increase: Eligible : Eligible ~ 
: members : members during :non-members:non-members: 
:O<~t. 9,1920: this date : week :Oct. 9,1920": this week : 

: 
38 38 161 161 

133 133 248 248 
44 46 2 262 260 

110 110 : 498 498 

57 57 558 558 
t 76 76 : 702 702 
: 347 34'1 1895 1895 

89 89 : 914 914 

109 112 3 : 653 650 
61 61 875 875 

182 182 - t 351 351 
191 191 588 588 

1,437 1,442 5 • 7,705 7,700 • 

Decrease 
during 
week 

2 

3 

5 

: Percentage of 
State Bank :Menr 
bers to total 
State Banks. 

19 
35 

. 15 
18 

9 
10 
15 

9 

15 
6 

34 
24 

16 
------------------~----------------------------------~-~--------------------------------------------
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Cl\!.1.PAIGN FOR MEMBER STATE BANES 
(Weekly Report ) 

x-1802 

Federal ~eserve Board 
washington, D. c. 

Saturday, October 23, 1920 
-----------------------------------------·----------------------------------------------------------

:State Banks :State Banks: Increase: Eligible : Eligible 
DISTRICT : It,e:nbel,s r.J.embers : during :non.,...members; non-members: 

:Oct.l6,1920; this date : week :Oct.l6,1920: this week 
: : : 

--------~------·--·-·-----------

Boston 
New York 
P:n ilade lphia 
Cleveland 

Richmond. 
Atlanta 
Chicago 
St. Louis 

Minneapolis 
Kansas City 
De"l1as :. 
San FranciscdC!l 

TOTALS 

38 
133 
45 

110 

67 
76 

34'? 
89 

112 
61 

182 
191 

1442 

38 
133 

46 
110 

57 
77 

347 
89 

112 
61 

182 
191 

1443 

1 

1 

161 
248 
260 
498 

558 
702 

1895 
914 

650 
875 
351 
588 

7700 

161 
248 
260 
498 

558 
701 

1895 
914 

650 
875 
351 
588 

7699 

Dec:rease 
during 
week 

1 

1 

Percentage of 
State Bank Mem
bers to total 
state Banks. 

19. 
35 
15 
18 

·g 
10 
15 

9 

15 
6 

34 
24 

16 
----------------------------------------------------------------------------------------------------

(a) One State Bank converted into National Bank and one bank admitted. 
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X-1802 

C_\MPLI'J.N FOR :MLM.BER STATE BAllli:S 
(Weekly Report ) 

Fed~r'll neserve Boerd 
W'ashiHg-ton, D. C. 

Saturd~y, October 30, i920. ----------------------------------------------------------------------------------------------------
DISTRICT 

Boston 

:St2te Banks:State B~nks:Increase: Eligible :Eligible 
members members during :non-members: non-members: 

:Qeto23,1920:· t-his dat·e : week :Oct.23,1920: tllis lVeek . . . . . 
38 

Decrease Percentage of 
during : State Bank Mem-
week : bers to total 
·---: Sta.te_ Banks. _ 

New York (a): 
sa 

-133 132 (Decrease 1 ), 
46 

161 
248 
260 
4.-98 

161 
249 
260 
498 

(Increase 1) 
19 
35 
15 
18 

Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago {b) 
St. Louis 

:MinnealJOlis 
Kansas City 
Dallas 

. .. 

. . 

San .B'ranciseo: 

TCfrALS 

46 
110 

57 
77 

347 
89 

112 
61 

182 
191. 

110 

57 
77 

347 
89 

112 
61 

182 
194 3 

2 

.. . 
558 
701 

1,895 
914 

650 
875 
351 
588 

7,699 

558 
701 

1.895 
914 

650 
875 
351 
585 

7,697-

.. 
3 

2· 

9 
10 
15 

9 

15 
(j 

34 
25 

16 
--·· ----------------------------------------------------------------------------·-------------------------

(a) One State bank wi thd.ravm. 
{b) One state bank withdrawn and one bank adinitted. 

• 
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CAI!IPAIGN FOR r.I!ElmER STA'IE BAlOO 
(VJeekly Report ) 

X-1802 

Federal Reserve .Board, 
Washington, D. C. 

saturday, r»o·vemoer 6, 1920. 
-----------------------------~----------------------------------------------------------------------

:state Banks:State Banks: Increase: Eligible : Eligible :tecrease:Percentage of 
DISTRICT . uembers members during :non-members :non-members: during :State Bank Mem-. 

:Oct.30,1920: this date \Veek :Oct.30,1920: this week : week :bers to total 
---··---· :State :Banks. 

.Boston 38 38 161 161 19 
New York ' 132 132 249 249 35 
Philadelphia 46 46 260 260 15 
Cleveland 110 110 498 498 18 

Richmond 57 57 558 558 9 
.Atlanta 77 79 2 701 699 2 10 
Chicago. 347 347 1,895 1,895 15 
st. Louis : 89 89 : 914 914 9 

• . 
Minneapolis • 112 113 1 650 649 1 15 . 
Kansas City . 61 62 1 : 875 874 1 7 • 
Dallas : 182 184 2 . 351 349 2 35 . 
San Francisco 194 196 2 : 585 583 2 25 

t 

T<Yr.ALS . 1,445 1,453 8 7,697 7,689 8 16 . 
-----------------------------------------------------------------------------------------------------
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0JJ.TI?AIGN FOR l!Ui:I:IEER STLTE B.ANES 
(\7e.3kly Report) 

z-:-.1ac2 

Federal Reserve Board, 
Washington, D, c. 

Saturday, November 13, 1920, 
----------------- ------------------ ·- -· --------.---------------------------- _...,. __________________ --------

:State Banks :State Banks: Increase~ Eligible : Eligible :Decrease:Percentage Of 
DISTRICT Ineubers members during :non-members:non-membe:rs: during :state Bank Mem-

:Nov, 6~1920: Uds date week :Nov. 6,1920= this week week :bers to total 
. :State Banks ------

Boston 38 38 161 161 19 
l~e\1 York 132 132 249 249 35 
Phil2.de l:;;>hia 46 4-6 . 260 260 15 . 
Cleveland llO 111 1 : ,., 498 497 1 18 

.Richmon(' 57 57 !' 558 558 .. 9 
Atlanta '79 79 699 699 10 
Chicago* 347 346 (L'ecrease 1}: 1,895 1,895 15 
st. Louis 89 89 . 914 914 9 . 
~Unneapolis 113 113 649 649 15 
Kansas City 62 62 874 874 ? 
Dallas 184 184 . 349 349 35 •· 
San Francisco . 196 197 1. 583 582 1 25 . . . -----

TOT/J,G 1,453 11454 1 7,689 7,687 2 16 ------·-- _,,,.,.__ --
*One banlt :'l.dmitted; tvm wi thd.rav;n. • 
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C.Al!IPAIGN FOR MEMBER STA'llE .Blilil<S 
(Weekly Report} 

X-1802 

Federal Reserve .Board, 
\'lashi!lf,ton, D. C. 

Saturday, November 20, 1920, 
------------------------------------------------------------------------------------------~---------

:State Banlcs :State Banks: Increase: Eligible : Eligible :Decrease:Percentage of 
DISTRICT . r.1embers mer.1bers : during :non-members :non-members: during :State Bank ]{em-. 

:Nov.l3,1920: this date : week :Nov.13,1920: this week . week :bers to total . 
: ~ . state Banks, . . : -· Boston : 38 38 : 161 161 19 

l!ew York 1 132 132 t 249 249 35 
.PhiladB lphia . 46 46 t 260 260 15 • 
Cleveland '. 111 1111 : 497 497 ·18 

• . . . 
Richmond -- 57 57 . 558 568 9 - . 
Atlante •• 79 80 .. : 699 698 1 10 :. 
Chicago 

= 
346 347 :f. : 1,895 1,894 1 15 

St. Louis : 89 89 : 914. 914 9 
: 

llhmeapolis : 113 113 : 649 649 15 
Kansas City : 62 62 - . 874 874 7 . 
Dallas -· 184 184 • 349 349 35 • • 
San F-l'£llCisco t 19~ 197 ... 582 582 25 

: . . 
TOTALS : 1,454 1,456 2 • 7,687 7,685 2 16 • 

--------------------~----------------------------------------------------------------------------~--
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CAMPA IGU FOR MEMTIER STATE DA1003 
(Weekly Report} 

X-1802 

FederQ1 Reserve Board, 
i7ashington, D. c. 

Saturday, Novenber 27, 1920, 
-------------------------~--------------------------------------------------------------------------

:State Danks:StRte Banks:Increase: EliGible :Eligible :Decrease:Percentage of 
DISTRICT r.:enbers nenbers during :non-r:l.Snbers :non-meubers: during :State Ban.lc Mem-

:Nov.20,1920: this date : week :Nov.20,1920: this date week :bers to total 
:state Banks. 

Doston . 38 38 c 161 161 19 .. 
Nev; York 132 132 249 249 35 
Philadelphia 46 46 260 260 15 
Clevelanda lll 110 (Decrease 1» 497 497 18 

Riohnond : 57 57 : 558 558 9 
Atlanta . 80 80 698 698 10 . 
Chioaso 347 350 3 1,894 1~891 3 15 
st. Louis .. 89 89 914 914 .9 . 
Minneapolis 113 113 649 649 15 
Kansas Ci tyb 62 63 l 874 874 7 
Dallas . 184 184 t 349 349 35 . 
Sn.n Francisco 197 198 1 502 501 1 25 

• t • 
TOTALS 1,456 1,460 4 7,685 7,681 4 16 

---------------------------------------------------------------------------------------------------~ 

(a) One State t~nber bank converted into n National bank. 
{b) Newly organized State bank. 

• 
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....... -
CAMP!, IGN FOR M!'M!IER STAT!~ BAlmS 

(Woekl~ Ra:,;>0%'1:} · 
X"l802 

'FSde~: R.etterve Board, 
~ington. D. o. 

-·--~--~~~-------~-~--~-~--~----~---~----~---~---------~---~~------~---~--~----~~~~----~~~--~-
as tate Banks:St.nte Sa.nkst Increase: Elit;ible ' Eligible ::.necreasa:Peroent~se of 
s members : members during :non-members :non-zoomberEH dtu-int" ;Stt'te Bcnk Meo• 
:E"o•.21.19!0: this d2.te week ;lTov.27 ,1920: this dt:trJ t we-ek :bers to totnl 
: t • • ~~tate Brlnks. 

.nocton 38 : 38 .. 161 161 ' 
... t 19 

1re'" York . 132 1 132 . .. 2.49 2<9 - 35 
Philnde l;>hia 46 J 46 t 260 260 ... 15 
Cl(wsland 110 • 110 : . 497 497 .... 18 • 

E i Chmond ;~. 57 • 57 . 558 I 557 1 9 • . 
.i~ t 1.::' J't.J eo . uo "' 

. . 698 698 10 • . . 
c;licat;o . Z50 ':-S4 4 1,891 1.8!J'1 IJ ' 16 . 
;~t. Louis as ~;o l I 914 ' 91Zi 1 l l 9 

~ 

.Mi ~./:1e a:po Us 113 f 11:3 649 649 - : lt 
J( ~!;.SS City • 63 t 63 .. • 674 . 8?4 7 • . . 
!'.-.llc,s 184 J 184 t 349 : 34~ ' : ~5. 
·-> ·--· Fr[·.ncisco 198 ' 199 1 . 581 I sao f 1 t 26 . 

• ··----·· t_ ___ ;_ ___ • 

TOlY.W t 1~460 1,466 6 : '1.681 : ?,674 . 7 ! 16 . .......... _... ................. ___ --- ___________________________ ...,. __________ ----- --· ... --..:------~----- .. ----· .. : .. ~ 
.. -·-------... ---

(n) one b.}l-.~-'- t''· J ttH ·.·nc. Otl:' ligt1iC...::te( •. 

. . . 
....._. '---· ~· 
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• FEDER .A L RESERVE ~OARD 

ST J\TEMENT :FOR THE PRESS 

For release in morning papers, 
July 1, 1920. June 29.1920 

The follaNing is a review of general business and 
financial conditions throughout the several Federal 
Reserve Districts during the month of JYne, as con
tained in the forthcoming issue of the Federal 
Reserve Bulletin. 

Considerable variation in business conditions, taking the country as a 

whole, is reported by Federal Reserve Agents. In agricultural production there 

is a perceptible improvement in prospects, due to seasonable weather, good 

distribution of moisture, and the replanting of crops. In manufacturing, eon-

ditions are in s orne districts re!Jorted as chaotic, ranging from extreme optimism 

to e~ually extreme pessimism. The railroad situation has been somewhat improved, 

but as yet not sufficiently to warrant a belief that the effects of the b.reak-

down have been overcome. There is still great congestion of goods~ In retail 

trade there is evidence of a decreased volutne of demand in many parts of the 

country, although some of this decline is seasonal.. Quite generally there is 

a tendency to settle down to a readjustment basis and to proceed "vi th business 

upon the new level of prices and demand. Control of credit ani discrimination 

between non-essential and speculative borrowing is producing some results, al-

though these are re-ported as developing tru::mselves slowly and gradually.. The 

present price situation is unsettled, and is being closely watched. While some 

price-reporting agencies show a reduction. others, including among them the 
. 

Bureau of labor Statistics, showt increases in prices, due perhaps to the different 

character of the commodities used in making up index numbers ani the methods of 

.. 
• oonstruction 1 rather than in discrepancy in prices therr£elves, Foodstuffs and 

essential commodities except clothing and shoes, show little indication of re-

duction; luxuries and •unessentialsn have been in marw lines distinctly cut. 
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Business is passing througn a period of readjustment and, in many directions, 

of depression. There is, however, ev~ry indication that this transition period 

will not last long - .. indeed, that the turn toward new conditions has already 

· been taken .. 

In District No. 1 (Boston) the outstanding features of the situation have 

been more spectacular during May than at any time since the armistice, for the 

forces which have been ope rating to produce liquidation of cO!I'JI:Qodi ties have 

culminated in an unndstakable manner. Cancellation of orders has been an i~ 

portan t factor while price reductions, although not believed permanent, have 

been important. 

In District No. 2 {New York), speculation has been depressed, although the 

bond market has been more firmly supported than for some months past. Exporters 

report a softening in the foreign demand for ~merican products. Immigration is 

increasing, prices ·have fallen in son:e lines quite decidedly and retail trade 

has been stimulated by recent reductions. 'Building continues inadequate. 

In District No. 3 (Philadelphia) 11 the industrial ·situation is marked by 

the same adverse tendencies which were factors last month • • • Decreases in the 

amount of orders received for iron and steel are held to be due to the ~r~ater 

concentration of at tent ion on orders which have already been placed. .A very 

634 

slight improvement in transportation conditions had been reported during the first 

few weeks in June, but. this improvement was not great enough to be of any real ·~ ... · 

assistance to manufacturers • .. . The past few months have been marked by slow-

ing up of collections in man;r of the more impQrtant lines of business," 

In District No. 4 (Cleveland) "conditions are somewhat chaotic in the man\r 

. ) facturing field i ... Complaint of car shortage is general ••• Makers of goods 

who depend for raw materials upon the metal trades report that steel was never 

· so difficult to obtain as now ~ ••. Throughout almost the entire manufacturing 

field is fo\md. a marked increase in the productiveness of labor.'' Cancellations 

of orders are frequent in various lines, particularly those connected with 

building .. Digitized for FRASER 
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In District No. 5 (Richmond) "the breakdown of the traffic system 

and the wave of price-cutting in retail stores were the outstmding 

features .... The inability of the railroads to furnish ears ••• 

and the further .freezing of credits have been the chief elements i~ 

keeping prices high. The widespread protest against high prices baa 

had an unsettling effect in all lines of trade." 

In District No. 6 (Atlanta) there is a tendency on the part of the 

:public to tefuse to pay exorbitant prices, and "wbile the volume of 

retail trade is large, there has been qpite a subsiding of the rush 

caused by the announcerrent of price reductions. There is 1 on the whole, 

no uneasiness concerning the future of business am industry. It is 

becoming more aid more apparent, hcmever, that tbe process of deflation 

has begun." 

In District No. 7 (Chicago) discrimination aglinst unessential and 

speculative borrowing, and reduction in tbe volume of commodities offered 
.,, 

. 635 

for shipment, are operating to relieve the credit strain~ Saving accounts 

are growing. Much money is still tied up in inventories, but there is 

some indication of decided improvement in conditions. 

In District No. 8 (St.Louis) "business ••• has not sl&ckened ita 

recent pace of tremendous activity ••• }_gricultural prospects ••• 

have bettered in an astonishing degree. Retail business haS been stimulated. 

• • • Deliveries and shipments ~e been more efficient although still 

vastly inder normal ••• .Apprehensions felt in financial circles a few 

weeks back have largely disappeared." 

In District No. 9 (Minneapolis) crop progress during the month 'bl!a 

been exee llent. The feeling among business men generally "is of a 

steadier and more hopeful nature than thirty d~s ago •••• The decline 

in prices has been sustained in such lirles as shoes, silks, and ready• 

to-wear goods. Traffic ~onditions, hourever, sbc.v very little improvement.• 
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Car shortage has become a. serious rrenace." 

\j 
X ... 1968 

In District No. 10 {Kansas City) the tide of depression existing 

for a short time recently seems to have abated to an appreciable 

extent .. " • • • However, trensportation facilities "are lamentably 

inadequate" and as a. result 11 there is an added stra5.n to the already 

greatly expanded credits, a slackening of industrial effort, ani a 

prolongation of inflated prices of foods and cot:rrrodities." The in-

dustrlal situation, however, "is somewha.t easier t::O.arl. it has been for 

several months•" Shortage of cars is, however, 11 still a disturbing 

factor." 

In District No. 11 (Dallas) changes in agricultural and commercial 

conditions "have not been very noticeable ••• Agricultural prospects 

have slightly improved ••• In mercantile lines there is continued 

evidence of a decreased volume, both retail ani wholesale." In whole-

sale trede, moreover, "cancellations are quite nurr~rous and buying is 

upon a very conservative basis." Effort to o'bte.in greater production 

has had e. fair measure of success. 

In District No. 1.2 (Se.nTrar.c!sco) the concU.tion of crops is :praeti-

cally unchanged, but r~mge cond.iti.:ms are imprcvec.._. Shortage of cars 

is still causing crmgesticn~ !l.~tai.l bu.~itless has, however, increased 

end the labor situ.ation has i:!r;proved son:ewhr:o~t• 

Possibly the most encouraging fa.c tor reported during the month 

has been the· advance in condition of seasonal crops. From District 

No. 9 (Minneapolis) it is reported that rains have been widespread 

and the dry sections in Montana. and western North D~ota have received 

adeq.uate moisture, while the wheat crop, although with a somewhat 
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reduced acreage, shows an excellent st~1d. The flax outlook is promising, 

- corn shows a large acreage, there is a satisfactory grass and forage 

outlook, and the cutting of alfalfa will be heavy. The wheat situation 
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in District No.lO (Kansas City) is likewise reported very much better. 

Winter wheat t1made remarkable improvement in Mey and there is promise 

of a much larger yield than was predicted at the beginning of the month. 

In Kansas the Wheat crop may be the third best in the history of the 

State. Spring Wheat is also re~orted as very fine with a yie1d about 

normal, in spite of reduced acreage. Corn is showing encouraging pro. 

gress, •"litl-). jnereased acreage, and smal.l f];::."'cins a:re in gocd condition 

. and with acreage about normal. The Pe.cific Coast crops sho·N excellent 

promise, production of oats being expected to run higher than in 1919. 

There has bem a. falling off in barley in California, but the fruit 

crop is expected to e~ual, or perhaps exceed, in most cases the yield 

of 1919. There has been a drop ih prunes, cherries and apples. Range 

conditions are exeellent. The worst situation is seen in cotton. From 

District No. 6 (.Atlanta) it appears that the roor conditions already 

reported by the G-overnrnrn t have been but 1i t tle improved and tl:at not 

only will the ac":"eac:;e be sma.J.l. but the yield :per acre in many sections 

will be low. There was, hc1."lever, imprcvcjr:Jent duri.ng the first two weekS 

in June. In Distri0t No. 11 (Dall~s) he~vy ~ains heve interfered with 

the planting of cotton in some sections ani the acreage will be smaller 

than expected. This is partly offset by fa:vc:rable conditions in New 

r.~exico and llrizona. and by replanting in sonthern Oklahoma. In the 

n:iddle west, (District No. 7 ) .9€;ricu~.tut"a.l conditions are generally 

consider'ad f~vorable, and While com planting was late the plant was 

growing rapidly an1 soil conditions are prapitiqus. Large stocks of 

<:tll agricultural products are still being carrted on farms and some 

authorities in various parts of the country advise the storing of grain 

as the new crop is produced. 
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May witnessed the tennina.tion of Governrnen t control of Wheat, 

ending the minimum price guarantee, without causing even a slight 

flurry a.t market centers. Speculative trE\ding, however, is held in 

abeyance until the exchmges have worked out plans for the regulation 

of futures. The problem of obtaining sufficient cars to handle the 

unmarketed portion of the 1919 crop in general has been a. matter of 

considera.b le concern. In the Kansas City Disttic t "it is regarded 

as certain that pr,obably 25 per cent of the last year 1s crop will 

still be in the hands of fanners when the new 1920 crop begins to 

flow to the markets." Ma.v wheat receipts in this district, while 

hendicapped by car shortage, were considerably in excess of the low 

~pril figures, although corn and oats receipts were small. High /lpril 

wheat prices in Ka.nsas City, due to demand for good milling •"Vheat, 

have been sustained, while oats prices were likew~se high. Flour 

prices et Kansas City .advanced during the month of May in sympathy 

with the rise in wheat. Receipts of wheat at Minneapolis ~ni Duluth 

for the crop year beginning Septerr-ber 1, 1919, indicate, ~v.nen compared 

with the estimates of the United States Department of Agriculture of the 

total crop for 1919, that s3:2 per cent of. the frop had been moved by 

that date, as compared with 66.5 per cent for the 1918 crop ani 45 per 

cent for the 1917 crop. 

The live-stock situation is among the most promising departnents 

of agriculture"l effort in the country. In District No. 10 (Eansas City) 

pasture conditions are excel1ent, although the movement of stock to graz-· 

ing lands is slow. However, live-stock in all States is generally 

healthy ani improving in condition. Receipts of cattle at 15 princip~l 

markets during May were 1,209,656 head, as compared with l,q4o,903 head 

. ' 
during April, and 1,262,065 head during May, 1919, the respective index 
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numbers being 120, 103 and 125.. Receipts of hogs amounted to 

3,128,249 head during May, corresponding to an index nuniber of 

152, as compared with 2,150,281 head during J.pri1, ani 3,049,223 

head during May, 1919, ·the respective index numbers being 98 and 139. 

Receipts of sheep for May were 796,1Eo head, as compared with 

928,191 head during April ani 934,613 head during M~. 1919 the 

respective index numbers being 58, 68 and 68. During the first 

two weeks of June strang increases in live-stock prices in the 

" fae~ of diminiShed receipts were recorded. From District No. ll 

(Dalias) it is repo~ted that range conditions are good and that 

the condition of live-stock throughout the entire District is 

It from gvod to excellent", while live-stock }ilrices have continued 

to sag toward lower levels, and at Fort Worth end 

• 
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other markets fairly large consignments have been received, a considerable 

portion of the offerings consisting of choice, heavy animals in excellent 

condition. The noomber of cattle yarded at Fort Worth in May compares favor

ably with the corresponding receipts for the past eight years., except in 1917. 

In various Districts1 how·ever, cattle interests have felt restriction of credit 

due to a lack of demand for cattle paper, and this has rendered the problem 

of rehabilitating the yards in the breeding sections a serious one. From 

District No~ 7 {Chicago) it is reported that the hight cost of money has tended 

to limit accommodations to the live-stock industry. 

Railroad congestion and similar difficulties have continued to make it 

difficult for iron and steel manufacturers to keep up their product~on1 but 

energetic effort has already had its effect. F~om District No. 4 (Cleveland) 

it is reported that a "surprisingly good shewing" is being made, all things 

considered. Pig iron output for May rras a little under 3~000,000 tons, or a 
gain of about 240,000 tons over April. Operations, hoW"ev.er1 are being carried 

on with a narro~ margin of safety because of the short car supply and the 

uncertain receipts of ra~ materials, including both ore and coal- The railroads 

are still ~able to meet the demands upon them, and the unfavorable coal 

prosp'ects affecting the late summer and autumn, cause an.rdety .vith respect to 

the future. The most serious aspect of the situation as bearing upon sustained 

operation is the large amount of rolled steel ~hich continues to be carried in 

the yards because of inability to ship. In the Pittsburgh 4ist·rict alone this 

is estimated at 500,000 tons. From District No. 3 (Philadelphia) it is re

ported that the demand for iron and steel remains quiets pendi~g the return of 

better transportation conditions, and while production of pig iron showed a 

small improvement during May, the change was not material. Iron products ~ve 

a. ste.ady and satisfactory market and consumers have not accumulated any con

siderable surplus. Costs are so high that there is no prosp3ct of lower 
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prices and the improvement. of traDaportation ~ill result in· an immediate 

development of business. Producers hesitate to accept new orders far in 

the future because of high production costs. In the Cleveland district1 

too, it is reported that ne~ business is on a reduced basis, partly due 

to uncertainty of deliveries and ina_bliity to direct future costs. The 

railroads have not been buying equipment to the extent that was hoped. 

In the Birmingham district it is reported that a steady demand throughout 

the remainder of the year for ironand steel is anticipated. While pig-iron 

manufacturers have fared better as to cars than coal producers1 steel mills 

are acti-ve and a slight lull in buying has not checked confidence. The 

general rate of $42 per ton for pig iron has beGn maintained. Throughout 

the country fabricating plants are as actiV6 as the SUpply of coal will 

permit. The unfill3d orders of the United States Steel Corporation at the 

close of May nere 10,~401 466 tons1 corresponding to an index number of 208, 

as compared with 10,359,747 tons at the close of April, corresponding to 
an index number of 197. Steel ingot production shows an increase from 2,638~-

305 tons during April to 21 683,164 tons during May, the respective index 

numbers being 119 and 109. 

Continued congestion in coal is closely allied to the decrease produced 

by the unsatisfactory railroad situation inthe steel industry. In Alabama 

(District No. 6) coal production has been lagging for some time and there 

is coal shortage at many points with a tendency on the part of production 

to fall off. In Pennsylvania (District No. 3) .llork at the mires is slack, 

owing to the poor car supply. On one of the leading railroads conditions 

have been deplorable, the car supply being some times as low as 10 per cemt 

a~d ofteal' not over 30 per cent. The Great Lakes district is in serious 

danger thro~gh the shortage of bituminous coal. The labor situation is 

unsatisfactory 1 many foreign workers leaving for their native lands. 
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Demand for coal is far in excess of the supply and should present 

conditions continue1 manufacturing ~ill be seriously interfered with. 

Domestic coal prices are rising slightly. Collections in the coal 

business are good) but dealers are suf fa ring from tha lack of adequate 

capitai. In the Lake region (District No. 4) ehipments of ore and coal 

show a loss as compared ~ith last season and a shortage at both ends of 

of the Lake route is expected at the close of the shipping season.~ 

Vessels in the ore trade, owing to the light movem~nt of grain and coal~ 

shovt a decrease in business. Coal shipments up to June l <RSre 3.,200, 000 

tons less than for the same period l~st season) although there has been 

642 

a slight increase since that date. All Lake coal is now being·pooled on 

p1'~ctically the 1918 basis. Iron1 steel1 and other plants will be serious

ly held up and obliged to slow down their production unless a vary distinct 

imp·rovement in transportation speedily occurs. Production of bituminous 

coal for the country at large during May amounted to 391 057,000 tons) as 

compared with 37,966,000 tons during April and 371 547,000 tons during May, 

1919, the respective index numbers being 105)1021 and 101. There has been 

no increase in labor difficulties in the coal industry) the difficulty 

of the situation being found in other directions. 

As for petroleum, report~ from District No. 10 {Kansas City) show 

a large gain in field operations, while Kansas wells gain<:ld 2,051 barrels 

daily in new production in May. For the district as a ~hole d&ily pro

duction was 1021 000 barrels~ as against 67,000 barr~ls in April and 561 000 

in May, 1919. No material changes in the price of crude oil were reported, 
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In District No. ~l (Dallas) tha number of oil wells being drilled at the 

close of May was 2,9581 compared with 31 063 at the end of April. Crude 

oil prices range from $3.14 to $3.50. Drilling reports showed a sub-

stantial improvement for the month of May. The output for May was 

11,714,000 barrels or an increase of about 690,000 barrels over April• 

Metal mining conditions iVere not quite as favorable during May 

as t~ey were a little earlier. The fall in the pr~e of silver has 

eliminated the profits of many silver operatorJS, while in lead and zinc 

shipments showed a decided reaction for ;~ay 3.s compared .vlth ApriL Zinc 

L 

and calamine prices Nere nearly stationary. Lead shipments declined from 

tha preceding month, the average for each ~veek in May in the Missouri-Kansas-

Oklahoma district being 1,959 tons as comparad Nith 2i524 tons during April. 

The price level showed a material cut, falling from $110 to $100. The 

.veather conditions were bad during May, Nhile harvest demands have drawn 

off labor. Considerable unsold ore is on hand in various lines of pro-

duct ion. 

In the field of g0neral manufacturing conditions havo varied greatly 

as a result of transportation troubles, credit control ~nd other factors. 

In the Philadelphia region (District No. 3) there has been marked depression 

in shoes and leather. Tanning is inactive and should the price of raw hides 

continue as low as today~ next year 1s shoes will shoq a material decrease 
• 

in price. From District No. 1 (Boston) it is reported that not within 

the meiT.ory of the oldest dealer in leather has th3 Boston market been so 
stagnant 

as during the last .two months. A vast amount of shoes· have been 

returned by retailers, jobbers and wholesalers to the manufacturers. Orders 

have been cancelled to an unprecedented extent. Many tanneries have closed 

do1vn antircly and their prices are off from·former high lavels. Fall shoes, 
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however, will be at relatively high levels of price. Public sales have 

been conducted by manufacturers in order to 8liminate surplus stocks. In 

District No. 5 (Richmond) boot and shoe manufactu~ers ar.e facing a period 

of small business, retailers are buying slowly1 the demand is less than 

the manufacturerst capacity 1 and some trade journals see a period of un-

empl~yment. Cancellations are numerous. District No. 8 (St. Louis) 

reports that old business on hand is in large volume and nhile there have 

been cancellations and hesitation in new business, there is still plenty 

of trade. Some price reductions have been made. The paint and varnish 

industry is prosperous and the demand very great, with transportation the 

chief obstacle. 

In other manufacturing line:;; there is considerable variation. Men1 s 

clothing is perhaps more depressed than any other industry. Buyers are 

holding off in anticipation of lo•iler prices. From District No. 3 (Phila-

delphia) it is reported that higher pd.ces are expected as production 

costs do not ;varrant reductions. Operating conditions are fairly sa tis-

factory and the demand of labor for higher wages and shorter hours has 

abated. In District No. 4 (Cleveland) the clothing trade and the cloak 
orders 

trade have canceled their very heavily ~uring the past tno months 

and many have closed their factories for a ~aek at a time, nhile most are 

noN operating;gnthree-day ~1eek basis. In drugs and chemicals much improve-

ment is· reported from tbe middle west. In a general way, orders 

for future dalivery on mmufaoturers t books are large and sufficient 

in most cases to insure capacity operation for several months to 

com0, but new business is coming in more slowly a:rxl there is a very 

general disposition to cancel orders. 
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The situation in th'e cot ton textile field continues uncertain. 

The market for cotton yarns is unsettled. In the Philadelphia district 

surplus stocks are being sold at some sacrifice for practically what

ever they will bring.. -The outlook when trading is resumed on a large 

scale is problematical, depending largely on the coming cotton crop. 

In cotton goods, the public stand against high prices is having an 

important influence. Manufacturers of cotton goods are in some cases 

cl~sing their plants~ although many concerns are continuing on old 

orders which should keep them·running until late in the autumn. In 

knit goods the market is still in a condition of stagnation1 Nhile 

hosiery and underwaar manufacturers report a total absence of buying. 

Labor, nevertheless, continues insistent upon high wages. There has 

been a slo.ving donn of activity in District No. 1 (Boston). This is 

reflected in decreasing consumption and spindleage. Consumption has 

fallen from about 212JOOO bales in March to 1941 000 bales inMay. 

Consequently mills have not been placing orders for raw cotton, 

except in sporadic cases. Export trade for the past t~o or three months 

has been very poor. 

Adjustment of the Nool market is now in progress and during the 

past month there has been complate cessation of buying. No established 

price for raw ;vool exists. The situation in the ;voolen and Norsted 

yarn industry is causing grave apprehension to manufacturers. Lack of 

confidence is reported throughout the textile industry in District No. 3 

(Philadelphia). Colle.ctions are poor and transportation is very un

satisfactory. District No. 1 (Boston), after noting that of the 

674,0C01 000 pounds of nool purchased by the Government at the time we 

entered the war1 there was left at the date of the armistice about 

43 7, 00.01 000 pounds goes on the revie'll. the existing si tua.tion as f ollo11e: 
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All the best grades have been sold but the Government 

still has about 61,0001 000 pounds graded from mediums to the low 

cross-breds of which about 40,000,000 pounds is storod in Boston 

and vicinity and the balance scattered throughout the countryJ a 

considerable amount of this being in New York, Philadelphia, 

and Chicago. At the last auction of Government wool, held 

June 10, nhen 7, 000,000 pounds -JVere offered, only about 6 per 

cent was sold at upset prices which praQtically amounted to the 

same prices as at the previous month's sale. The dealers, 

b~ing well stocked with medium and lower grades, have not 

been in the market for sevsral months past. At the last sale 

of British ~ools, held in Boston the latter part of May, there 

.vere practically no bidders and .vhat was sold is said to have 

been bought at frqm 15 to 30 per cent less than prsvious sales, 

a condition .vhich arso prevailed in the London market. 

Boston dealers say there is evidence of the existence at 

this time of great quantities of wool in the world. lt is es

timated that Great Britain owns 1,500,000 bales all paid for1 

and that Australasia, including New Zealand, has a considerably 

larger amount, including this year's clip. This condition has 

been brought about by such countries as Germany1 Austria, and 

Russia being out of the market for a long time past1 while France 

and Belgium own no ·nool1 buying as they need it. The mills 

of the last t1;o mentioned countries are said to be operating at 

from 75 to 80 per cent of pre-war times. It is claimed that 
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Great Tiri tain is the only country ox tending any l~rge amount of 

credit to Gerr.1any, last month granting at least $75,000,000. 

11any New England r,ills aN now, and for the past two or 

t~ra0 weeks have been, op3rating thrc~ days a wook1 somo ara 

shut dovm ontir~ly ~~i it is said tbdt ot~ers will close al-

togeth0r or go on a tnr~e-d~y basis. N~arly all, if not all, 

the uills have l1ad lar~e cancellations of orders a~d ~ve not 

th~r0forc, bc.::n in the W.:.irkvt for wool during thi.:: past two 

n:.on ths and it u~ay be sor.a;: time to come before they will place 

orders. Consaquontly. th.; wool d.;;alers ~rc d..o i.ng Clo business 

21-nd t:'lis condition pr-:::vails throughout t~e country. 

During t::1o u:1onth C:tn iillportant conforanc~ was !leld "betw-:::en 

the Fcder~l Reserve Board and representatives of wool growers • 

.At t:he close of the conference, the :Board aut:h.oriz;;;d the follow-

in& stateoent with r~farence to ~et1ods to b~ eruployad in 

financing this year's crop. 

A wool grower may sl'tip his wool to one of the usual poi..'1ts 

of distribution, obtaining from th~ railro::1.d a bill of lading 

for the .s:1ipment; the ;;rower ;,:a,y thtm draw a draft against his 

bank, for sue::-! on ar.J.ount as ritay bt? agreed upon by th~ grower 

and t21c bank) secured by the "oill of lading. Tht~ Ft;der"!-l Re~ 

serve Act authorizes any r,.::m1ber bank to accept "t draft' secured 

in this oann~r at the tiwe of acc0pta~ce, provide~ that the 

than 
draft :r..atures in not mori:l six mont:1s from the time of 

acceptance. After a.ccept~1ce .such a draft bsaring the endorse~ 

ruent of a ::;,emb8r 'tatlk is eligible for rediscount or purc::1astl · 

by a Federal Res~rve Eank, provided, that it has a m~turity of 

r1ot oore tb.an t?'l.I"ee months from t~1e elate of rediscount, or 
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The volume of retail trade has continued large, due in part to 

the oovon,antfor reduction in retail prices w:1icb. con.wenced in May. 

This 1~vement bas been universal, although ~n certain districts, for 

exa~mple) Dallas, not nearly so general or widespread as in the north 

[md east. Dbile. the ffiOVe~ent was aided by refusal on the part of 

the public to pay the high prices prev3.iling, as well as to the 

difficulties in financing high priced stoCks, a counterbalancing 

factor has been foun~ in the tendency of wholesale prices in large 

measure to be maintained at current levels, and the opinion has been 

expressed that the price reduction sales in wany cases involved 

merely anticipation of the customary ~id-season clearance sales. 

Stocks in certain cases are reported to have been considerably re-

duced, and in the Richmond district it is stated that "quite a 

number of stores have already stopped the special sales" in con-

sequence. Tnat this has not been the case in all districts, however 1 

is sean from the fact that in New York it is reported that retail 

trade after the early stiumlus of price reductions soon relapsed 

into the dullness which was ruanifest in April, the consumer to a 

large degree returning to his waiting attitude. It is stated that 

sales of necessities apart from food have declined even more than 

thz sales of luxuries. Retailers ar~ reported to·be conservative 

in the replenishing of stocks, tendin~ to confine pu.rchr.i.ses to 

current needs only. 

One of the decisive factors in the business situation for the 

uonth has been the fallins off in building activity as a result of 

very high prices of rJ.1aterials. This is all the r:.ore noticeable 

because the present is usually the tur£ of greatest activity. 
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Housing operations have been particularly few in number, especially 

in some districts in the middle west. In the eastern districts the 

falling off has been equally severe. Philadelphia reports a total 

number of building permits in May amounting to 2,624, as against 

2.999 for April. In the northwest the reduction bas been about 

parallel to that in other parts of the country. Building permits 

reported froffi Minneapolis were 1,764 as compared with 2,008 in 

April. The slaCkening in building activity has had a reflex in-

fluence upon lUmber. a decline in luwber prices having been in 

effect since February last~ The trend of production in the southern 

pine district is now downward. Stocks have accumulated -on account 

o~ inability to move them, and price recessjons to the extent of 

a·ltout 15 per cent have been reported. A very similar situation 

0xists practically throughout the country. On the Pacific Coast 

night operations have ceased aln~st entirely. Unfilled orders 

have fallen off materially. Building operations on the Pacific 

Coast were, however, mo;re active during May than during JprU • 

. Industrial operations during the month of May and the early 

part of June have continued to suffer from uncertainty on account 

of thf labor situation. Little relief has been obtained in 

connection with the labor situation on farms while unrest in 

some of the basic industries, notably transportation, has been 

maintained. Sporadic strikes in many parts of the country, 

and particularly on the eastern seaboard, have been a serious 

deterrent to the movement of goods and the contillW;Ulce of . 

manufacturing. Employers are generally feeling that furtber 

aavances in wage& present great difficulty on account of the 

,. 
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resistance of the pu.bli·c to further increases in prices.· While ' 

there is still compl,aint of low efficiency of labor per unit outpu.t, 

~proveroent in this particular is reported from various points, es-

pecially from District No4 4 (Cleveland). Many strikes in various 

parts of the country have concerned themselves with the open shop 

question. On the Pacific Coast, however, the labor situation has ~ 

proved during the past month, especially in the nortbvest. 

r 

Financially, the month of May has been a period of great interest. 

The advance in the rate on Treasury certificates of indebtedness to a 

maxi.muro of 6 per cent, and the raising of rates of discount at various 

Federal Reserve banks to a 7 per cent max~ have tended to assist 

materially in the control of credit. The reserve ratio at Federal 

Reserve banks improved by about two. per cent during the month.. Con

ditions in the financial centers have shown comparative~y little mod-

ification. Call money rates in New York have gone as high as ll per 

cent and have continued at that figure for considerable periods. The 

importation of gold on a. small scale bas been resumed and a larger 

movement from Great Britain is now confidently expected. Commercial 

paper and t~ money rates have continued high, with money supply 

scanty, while the pressure from the interior banks upon their city 

correspondents for accomoda.tions bas become more intense as the cost 

of funds at local Reserve banks has increased .. · The opinion of bankers, 

not only in New York but in various other financial centers, is to the 

effect that the money situation bas ShoWn a distinct improvement during 

the month, and this view is borne out by reports of various Federal 

Reserve Agents who state that the Federal Reserve Bank policy, aided 

by cooperation 'of member banks, ·is convincing would-be borrowers tba.t. 
there must be a revision of their a.pplica\ions with a view to eliminat
ing all unnecessary or unessential requirements. 
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StrictlY Confi4ential 

MEMBER BANKS COLLATERAL NOTES 
SECURED BY GOVERNMENT WAR OBLIGATIONS. 

X-1972 

The Act approved September 71 19161 amended Section 13 

of the Federal Reserve Act by adding thereto the following 

paragraph: 

"Any Federal Reserve Bank may make advances to its member 

banks on their promissory notes for a period not exceeding fif-

teen days at rates to be established by such Federal Reserve 

Bank1 subject to the revie~ and determination of the Federal 

Reserve Board1 provided such promissory notes are secured by 

such notes1 drafts1 bills of exchange or bankers' acceptances 

as are eligible for rediscount or for purchase by Federal re

serve banks under the provisions of this Act or by .the deposit 

or pledge of bonds or notes of the United States." 

This particular amendment was suggested to the Banking 

and Currency Committees of the House and Senate by the Federal 

Reserve Board in the Spring of 1916, at a time when little use 

had been made of the rediscount f~cilities of the Federal ae-

serve Banks .. · Experience had shown that quite a number of the 

larger member banks could use funds to advantage for a few 

days at a time and would be willing to secure a.ccommodatior:s 

from the Federal Reserve Banks for short periods, while ·they 

would have no occasion to use the funds for thirty, sixty or 

ninety day periods, and the banks as a rule were reluctant to 

offer for discount paper the maturity of .which ran longer than 

the time for which funds were needed. It frequently happened 
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that banks having occasion to use funds for a few days only 

would not have available paper of very short n:aturity in suf

ficient volume to satisfy their requirements and in order that 

the Federal Reserve Banks might be in position to respond to 

the short time needs of member banks the Board suggested the 

foregoing amendment. 

Before Congress had taken action, ho.vever, and as the 

summer advanced, it became more and more evident that the United 

States might be dra~ into the ~orld war, and in order to be in 

a position to facilitate Government financing in such an event 

the Board suggested that me~ber banks' fifteen day collateral 

notes might be secured also by the deposit or pledge of bonds 

or notes of the United States. Up to May., 1917., member banks 1 

collateral notes discounted by Federal Reserve Banks were secured 

~lmost entirely by "notes, drafts~ bills of exchange or bankers' 

acceptances eligible for rediscount or purchase", but since the 

issue of the first series of Treasury Certificates of Indebted

ness and of the first Liberty Loan., member bankst colh.teral notes 

have been secured almost entirely by bonds and notes of the United 

States. 

It seems, therefore, that it would be proper to d:i.vide member 

bankst fifteen day collateral notes into two classes; (1), those 

secured by trnotes, drafts., bills of exchange or bankers~ accept-
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ances eligible for rediscount or purchase"., and .(2)., those 

secured by "bonds and notes of the United States". With re

spect to the first class., it is evident that such notes are 

offered by member banks for the purpose of securing short time 

accommodations for the exact time the funds are needed. Uhere 

credit is required for a longer time a member bank ~ould en

dorse the "notes., drafts., bills of exchange or bankers t accept-· 

ances" and rediscount them \:Vith the Federal Reserve Bank. Trans

actions of this kind. do not call for any concession in rate 

and such notes should properly take the rate established for 

rediscounts of longer maturities, 

As to class (2)., however, the situation is different. 

Member banks have alwa.ys been the purchasers and distributors 

of Treasury Certificates and they ~ore to a very large exten~ 

the purchasers and distributors of the various issues of the 

Gov·ernment 's war bonds. Pending distribution it was necessary 

for most of the member b,anks., and particularly those 'ffhich 

subscribed for liberal amounts., to borrow from the Federal Re

serve Banks and the .fifteen day collateral notes secured by 

Treasury Certificates, Liberty Bonds and Victory Notes have 

always been used as a means of getting the neaded accommodations 

from the Federal Reserve Banks. 

Paragraph (d) of Section 14 authorizes the Federal Reserve 

Banks, subject to the review and determination of the Federal 

Reserve Board to establish rates of discount "for each class of 
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paper" and while the banks ma;r classify paper 'according to 

maturity or according to the character of security, they 

cannot draw a:tJ¥ distinction between notes secured by the 

same cl~s of collateral. Thus a Federal Reserve :Bank mq 

establish one rate of discount for member banks t collateral 

notes secured by commercial paper eligible for discount end 

another rate of discount ~ notes secured by bonds and notes 

of the United States, but it cannot establish two distinct 

rates of discount on notes secured by notes and bonds of the 

United States. 

Therefore while the purpose of Congress in penni t ting 

notes or bonds of the United States to be used as collateral 

to merroers banks' fifteen dey notes was to facilitate tbe 

war financing of the Govern.ment, no consideration can be 

given in establishing discount rates for such paper to the 

circumstances attaehed to the ownership of notes and bonds 

of the United States by borrowing banks. It follows, there• 

fore, that if a preferential rate of discount should be es

tablished for notee of class (2), member banks could avail 

thetnSelves of the op-portunity thus afforded of securing 
an 

commercial accommodations at.the lower rate, andjincentive 

would be given to the borrowing of bonds by metriber · banks 

and there would be danger of an undue expansion of credit. 

:But while a. Federal Reserve Bank carmot establish dif-

ferential rates on paper of a given maturity having the 
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same security, it is not prohibited by law from adopting 

the policy of receiving certain notes for discount and declining 

to consider application for discount of other notes. There-

' 
fore it would seem in the present circumstances that 

a Federal Reserve :Bank might properlydivide melriber banks 1 

collateral notes into two classes as outlined above, and 

discount class (1), that is, notes aecured by eligible commercial 

paper, at the current market rates for thirty de.y: paper, 

and decline to receive for discount notes of class {2), 

that is, notes secured by bonds and notes of the United 

States, unless the bonds and notes of the United States are 

actually owned by the borrowing bank and are directly con-

nected with the war financing of the Government. Js Treasury 

certificates are being issued to teke care of the floating obli-

gations of the Government arising out of the ','lar, and as the 

purchase of these certificates by the banks is an accommodation 

to the Government, JI1ember banks•promissory notes secured by such 

certificates, having not longer than fifteen days to run, should 

be taken freely and there can be no objection to a preferential 

rate on paper of this class. The Board 1s policy has been to ap-

prove the same rate on paper secured by Certificates of Indebt-. 

edness as the certificates themselves bear. 

This leaves to be considered meniber banks' promissory notes 
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secured by the various issues of Liberty Bonds and Victory Notes. 

The Doard has never approved. any preferential rate on mel!lber 

banks' collateral notes which were seo.red by bonded obligations 

of the United States other than bonds issuei since April, 1917, 

but has taken the position consistently that the preferential 

!rates given to notes of this class. are for the t:t.econnod.ation 

of the Gove~nt in its war financing. In sone districts there 

are t:lSll7 member banks which for patriotic reasons subscribed 

heavily to the Govel'nil'lSnt war bond issues and some of thez:1 have 

not liquidated their holdings of such bonds to an extent which 

would relieve . them of the necessity of borrowing from the Federal 

Reserve Banks on them. There are cases also where member banks 

have liquidated entirely their original subscriptions to Government 

..,onrlts t!:n~ hA-ve repurchased bonds for th'=! se..lte of inves't!!!ent Ett the 

lower rates now prevailing il;l the carket, or where member 'banks 

have borrowed 'bonds from their customers and have used theo as collater

al to fifteen day notes for the purpose of obtaining funds with which 

to make comcercial loans. 

There does not seem to be any reason why a Federal Reserve Dank 

should receive for discount member banks' collateral notes which are 

secured by borrowed. bonds or bonds bought purel7 for investment, and 

the inquiry is therefore made whether ;your Federal Reserve B~k would 

. care to a..1.opt the policy of declining to discount for member 
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banks their fifteen day collateral notes when secured in this 

manner and announce that hereafter it will be its policy to 

confine such transactions only to offerings of notes which are 

secured by Liberty Bonds and Victory Notes, actually subscribed 

for in good faith by the borrowing bank before the allotment 

of the final issue of Government vlar bonds, that is1 the 

Victory Notes. 

The Federal Reserve Banks should also require that all 

collateral pledged as security to member banks' fifteen day notes 

have a market value at least equal to the face of the note .. 

Therefore in discounting member banks' collateral notes secured 

by Liberty Bonds and Vict~ry Notes actually subscribed for and 

~ed by the member bank, a Federal Reserve Bank should require, 

first, that such notes be secured by an amount of such bonds, 

the face value of which is equal to the amount of the note, and 

second, that the deficiency betNeen the market value of such bonds 

and the face of the note be covered by the pledge of additional 

notes or bonds of the United States, or by the pledge of notes, 

drafts, bills of exchange or bankers acceptances eligible for 

discount or purchase by the Federal Reserve Banks. 

In consideration of all the attend,3.nt circumstances 

and in further consideration of the fact that by the limitations 

above outlined, ~t is clear that under this plan there can be no 

use of Government war obli~tions a$ 
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collateral to member bar'ks 1 ftftAen day notes for the purpose- of 

securing commercia.l acconmodations at reduced rates, and therefore 

n0 addit,ional inflation or expansion of credit, it would be :proper 

658 

fur a Federal Reserv·~ ::3ank to bear· in mind the circumstances under 

whi.ch the; bonds p:edge d with it are acquired and to make a liberal 

cnncess5.on in the discount rate on such paper, that is, on member 

'banks' fif·i;een day promissory notes secured by Liberty Bonds and 

Victory Notes actually subscribed for and acquired from the Government 

'by the borrowing bank, or taken before the final allotment of 

Victory Notes, from borrowing subscribers in default. In tre Board's 

opinion, however, it would not be wise to make the rate on paper of 

this classification uniform 11\'i th the rz.te borne by the bonds, for 

there should be no incentive to the borrowing banks to hold bonds 

as a basis of collateral to loans indefinitely. It has been suggested 

that where the notes are secured by Victory Notes which bear 4-3/4% 

interest that the rate of discount be 5% and where notes are secured 

by Liberty Bonds bearing 4-·1/4% interest that the rate of discount 

bs· 4-1/2%. It is fur·J;her suggested that a Federal Reserve Bank, if 

it should adopt the foregoing policy and schedule of rates, should 

inform its member banks that they will be expected in view of the 

favorable rate accorded them to make a reasonable reduction in the 

a!OO'Wlt of such notes at the end of each fifteen day period. ~ 

·member banks could well afford to zr.ake this red.uctibn e~ at least 

to the grnount of interest saved. 
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It is clearly impracticable to give any preferential rate to 

customers' notes which are secured by Liberty Bonds. This would o:pen 

up avenues for too large an extension of credit when the large 

volume of Liberty BOnds outstanding :is ~onsideret.. A F~deral Reserve 

Bank, therefore, should continue to discount for member banks 

customers' notes secured by Liberty Bonds and Victory Notes at the 

established commercial rate. Su.ch customers' notes, however, ought 

not to be used as collateral to member bariks1 fifteenday notes of 

class (2). 

July 3, 1920. 
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illx,QPI'Ili'O MEMUJIS 

DAVID F. HOUiTON 

II. P. G. HARDING. GOVIRNOR 
ALBERT STRAUSS. YlCI GOVIRN08 

ADOLPH C. IIILLER 

SICRDAIY er THI TRIAIUIIT 
CHAIRIIAII 

FEDERAL RESERVE BOARD 
CHARLES S. HAll LIN 

HENRY A. IIOEHLENPAH 

JOHN SKELTON WILLIAMS 
COIIPTIOLLII OF THE CURRINCY W. T. CHAPIIAN. SICUTAIY 

ADDRESS REPL. Y TO 
R. G. EIIERSON, ASiliTANT SaCRITART 

W.JI.IIILAY. FIICAL A81NT 
FEDERAL RESERVE BOARD WASHINGTON 

July 13., 1920. 

Subject: Proposed Legislation Permitting Estab
lishment of Branches of Foreign Banks-

De3.r Sir:-

X-1975 

I enclose here;1ith for your information copy of a 
letter from the Secretary of the Treasury relating to a 
resolution which ':t3.s adopted at the Second Pan-American 
Financial Conference held here in January last. 

7ill you kindly advise·the Board of the views of 
your Executive Committee., fin-st., as to the propriety of the 
proposed legislation and_. second_, as to the possibility of 
its enactment by the r.agislatures of those St3.tes in your 
District in qhich foreign banks would be likely to establish 
branches. 

Very truly yours., 

Enclosure •. 

Governor. 

To Chairmen of all F.R Banks • • 

Copies to all Governors. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



July 12., 1920. 
X-1975 a 

My dear Governor: 

On January 23, 1920 the Second Pan American Financial 
Conference adopted the following resolution: · 

:JHEREAS Banks, both National and State, in the 
United States, have established branches in various 
La. tin Americ:m count.ries; and 

WHEREAS, Restrictions exist under the laws of 
various States of the United States, ~7hich in effect 
prevent the operation of branches of foreign banks 
~ithin their jurisdiction; 

THEREFORE, 7/e recommend that the legislation in 
such States be so modified as to permit the estab
lis~~ent of branches of banks of Latin-American 
countries, under proper regulations, so as to secure 
equality of treatment. 

The Central Executive Council of the Inter-American 
High Commission., the body \7hich is charged ~ith carrying into effect 
the recommendations of the First and Second Pan American Financial 
Conferences, held a meeting on June 14, 1920 in my office, ;tith a 
view to consider the action to be taken on each of the resolutions 
adopted at the Financial Conference. It \7as suggested that the re
solution on the establishment of branches of foreign banks might be 
transmitted to the Governors of the severl.l States ·.vi th a vie'ii to its 
consideration by the Legislatures of those States having a co~~ercial 
interest in the matter. 

I may mention in this connection that a bill 'iBs 
recently passed by the Legislature of Ne·,v York, but vetoed by the 
Governor, aiming to permit the establishment of branches of.foreign 
bl.nks. A copy of that bill is attached, as well as a copy o~ the 
communication from the Superintendent of Banks of the State of New 
York, upon which the Governor based his veto. Before taking any 
action I should like to draw the natter to the attention of the 
Federal Reserve Board and to request the Beard to make J.D. inqui~y into the 
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merits of the proposal ~nd the best method of bringing about 
its ~doption if thought desirable. If the suggestion is 
agreeable to the Bo~rd~ I should be pleased to have the benefit 
of the results of such inquiry together with the Board's 
recommendations. It is a matter of far reaching import~nce~ 
raising~ as it ~st~ the question of the opara.tions of banks 
in sta.tes of the United Shtes other than those in which .they 
have been organized~ and for that reason I think the question 
should first receive the C3.reful study of such competent 
authority as the Federal Reserve Board. 

Sineerely yours1 

(Signed) D. F. HOUSTON. 

Secretary. 

Honora. bl e W. P. G. larding, 

Governor~ Federal Reserve Board~ 

washington1 D.C. 
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IIX OPPICIO MEMHR8 

DAVID P.l,!pUSTOII 
IICRIDAIIY. OF THI TRIAIURY 

W. P. G. HARDING, GoVERNOR 
ALBERT STRAUSS, VICI GOYIRNOR 

ADOLPH c. IIILLER I ' 
CHARLES S. HAIILIII 

' If.-.. UAIRIIAN 

JOHN SKELTON WILUAIIS 
COIInROLLII OF THI CURRINCY 

ADDRESS REPL.Y TO 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

July 15,1920. 

Subject: Foreign and Internatiomi Banking Institutions; 
Report of Condition as of Close of Busine~s 
June 30.1920• 

Dear Sir:• 

HENRY A.IIOEHLENPAH 

W. T. CHAPIIAII, SICRITAIT 

R. G.IIIIRSON. AIIIITANT SICIITARY 
W.II.IIILAY, PliCAL AGENT 

X-1977 

Under authority of the agreement entered into by your corporation 
with the Federal Reserve Board1 you are hereby respectfully requested to 
furniSh the Board with a report of condition1 as of close of business June 
30,1920, giving in detail all assets and liabilities of your corporation 
and the cla.ta asked for in the accompanying memor:lndum. 

Kindly arrange to file the report of your Head Office ~s soon 
3-S possible. Sep3.rate reports of branches and affiliated b:mks should be 
sent as soon as they are received by you. It will be appreciated if, after 
the reports have been received from all of your branches and affiliated 
banks, you will have prepared ~ consolidated statement for your corpo~tion 
to be sent to the Board. 

While the Board has ruled that no specific reserve ha~ to be 
carried by foreign branches or affiliated institutions of American banking 
corporations against deposits abroad, it, nevertheless, ~ishes to be advised 
3.s to the average reserve carried by all such branches and affiliated in
stitutions or corporations which are operating under agreement with the 
Federal Reserve Board. You are, therefore, requested to have each of your 
branches, agencies, offices 3lld subsidiary banks furnish you, for trans
mission to the Board, a report of the average reserve carried during the 
month of June, i920, a~inst deposit liabilities in the for~ shown in the 
accompanying memorandum. 

Kindly ackno~ledme receipt. 

Very truly yours, 
Enclosure. 

Assistant Secretary. 
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REPORT OF CONDITION TO FEDERAL RE§:F..R\~ BQJ.!.BQ.. 

The following information is desired in coru1ection with the report 
of condition to be made as at clone of business June 30,1920. 

A. HEAD OFFICE 

l. Detailed balance sheet sho\ving all assets and liabilities, including 
contingent liabilities. · 

2. Amount of loans and discounts, divided: Secured - Unsecured 
(a) Dena.nd 
(b) Time 
(e) Overdrafts ~d other advances 

Total 

664 

3. Detailed list of investments (including stock of affiliated institutions) 
showing: 

(a) Issuing Government or corporation 
(b) Interest rate 
(c) Maturity 
(d) P3.r value 
(e) Book value 
(t) Approximate market value -

4. Ownership of stock of affiliated institutions: 
(a) Per cent owned by yourselves 
(b) Per cent owned by foreign Governments 
(c) Per cent ovnaed by individuals and corporations 

5. List of banks, branches, etc. having balances due to your corporation 
with amount for each bank separately: 

(a) Government bank 
(b) Loc3.l banks (exclude subsidiary banks, if any) 
(c) Other banks ( 11 " 11 n ") 
(d) Br3.nches, agencies, offices and affiliated institutions. 

6. List of banks, branches, etc. having balances due from your corporation 
with ::tmount for each bank separately: 

(a) Banks and bankers · 
(b) Branches, agencies, offices and affiliated institutions 

7• Bills payable: 
(a) P'l.yable to: 
(b) Amount 
(c) Interest rate 
(d) Maturity 
(e) Collateral - give list 
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8. Rediscounts: 

• 
(a.) Amount 
(b) hhturity 
(c) R;~.te 
(d) 7ith 11hom 
(e) secured or unsecured - if securec~ give detailed. inforna.tion 

re~rding security. 

9· Reserve Statement: 

10. 

Deposits in the United States: 
(a) Net demand deposits (after deducting uncollected de~nd items 

payable within United States - exchanges) 
(b) Time deposits 
(c) Reserve held: 

Cash on hand 
Bank balances __ ...;... __ _ 

Totl.l 
Per cent of reserve -

Acceptances - limitations: • 
· (a) Acceptances outstanding: 

1. Maturing in 30 days or less 
2. Maturing after 30 days. 

Total outstanding acceptances. 
(b) Capital and surplus 

(c) 

Excess !. over R. 

Acceptances secured 
Acceptances unsecured 
Amount required to be secured under 

agreement with Federal Reserve Beard 
(Give ~ist of security held as required above 

giving ~ascription ~nd approxi~te amount) 
List of dra~ers of drafts accepted, ~nth total 

aggregate liability in excess of 10 per cent 
of capital and surplus, 

$ $ ____ _ 

$ $ ____ _ 

$ 

$ 
$ 

Address Business Agfregate Liability Security* or Guaranty 

(d) Reserve ~gainst outstanding acceptances: 
Required: 15% ~eainst all acceptances outstanding •<hich 

mature in 30 days or less; and 
3% ag:l.inst all acceptances outstanding which 

mature in more than 30 dJ.ys. 
L C~sh ( **) 
2. Bank balances- (He3.d Office city) (**) 
3. Bankers acceptances 
4. Securities approved by Federal Reserve 

Board (List in detail) ________ _ 
Total 

(**) These amounts~ of course~ must not include those appearing in 9-(c) as 
part of your reserve against deposits. 

(*) If security~ state what the security consists of~ giving quantity and 
approximate value; if a bank guaranty, give name and location of bank. 
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11. General limitations: 

(a") Total deposits and acceptances outstanding 
(b) Gapital and surplus 

X-1977 a 

Per cent deposits ,xnd acceptances outstanding 
to capital and surplus ----------------~-----

Limit fixed by Federal Reserve Board against aggregate 
deposits and acceptances outstandu1g~--------------

12. List of officers and directors. 

13. List of stockholders, shmving number of shares o·.med by each. 

14. List of branches1 sub-br:mches, agencies, off ices and affiliated 
institutions • date of opening of each and the location. 

15. Date of last examination or audit - by 't~hom ma.de. 

B. Branches. Agencies xnd Subsidiary Banks and Corporations. 

1. Balance sheet to be furnished by each, showing in detail all assets 
and liabilities1 including contingent liabilities, as at close 
of business June 30, 1920. 

2. Amount of loans and discounts, showing: Secured - Unsecured 
(a) Demmd 
(b) Time 
(c) Overdr:1fts :1nd other adv::tnces .. 

3· Detailed list of investments1 showing: 
(a) Issuing Government or corporation 
(b) Interest rate 
(c) Maturity 
(d) Par value 
(e) Book value 
(f) Approximate market value 

4. Amount of balances due from: (Name of bank and amount for each) 
(a) Government bank 
(b) Loc,al banks 
(c) other banks - (exclude he3.d office md affiliated banks) 
(d) Head Office 
{e) Other branches, ~gencies ~nd affiliated institutions 

5.. Amount of bah.nces due to: (Name of b~nk and amount for each) 
(a) Banks ~nd b~,kers (exclude Head Office) 
(b) Ha:td office 
(c) Other branches, agencies .1.nd affiliated banks 

6. Bills payable: 
(a) P:ly:tble to 
(b) Amonrr~ 
(c) Interest r3.t~ 
(d) Maturity 

. (e) Collateral {Give detailed list) 
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(a) Amount 

' · ' (b) Maturity 
(c) Wtlth whom 
(d) Rate 

-4- X-1977 a 

(e) Secured or unsecured - if secured, give detailed data 

8. Deposits: 

(~) Government deposits (if sec~ed give 
list of coll~teral) 

·1. Dem'l.nd 
2. Time 

Other deposits 
3· Dem:md 
4. Time ~------

Total 
(e) Deposits - how pay~ble: 

1. Local Currency 
2. Dollu-
3· Sterling 4. Otherwise __________________ _ 

Total 

Dollar 
Equiva
lent 

9· Special Reserve Statement - aver.1.ge for the month o.C June., 1920 

(a) Net deposits: 
1. Payable 
2. " 
3· " 
4. II 

(b) Reserve: 

in loca.l currency 
in dollars 
in sterling 
otherwise 

Total • 

.r 667 

1. twount, if any, ~nd composition required by local laws. 
2.. Amount held: 

Amount 

(a) Gold and silver •••• $ 
(b) Local currency ••••.• 
(c) Other C3.Bh •••••...•. 
(d) Bal~nce in local .••• 

Govt .. bank •..••.• 

Per cent to 
net deposits 

% 

(e) other reserve funds_:--------
Total 

10. D~te of last examination or audit - by whom m~de. 

NOTE: 1. ~ere a schedule does not refer to your corporation, Flease 
indicate this by inserting the word "None". 

2. Reports for foreign branches, ~genc1es, etc., should be in 
tenms of United States money, stating the rate of exchange 
at which they were converted • 
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EX OI'PICIO MI!MBIIRS 

DAVID F. HOUSTON 
SICRITARY OF THE TREASURY 

CHAIR II AN 

W, P, G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICI OOOVIRNOR 
ADOLP~ C. MILLEtt 
CHARLES S. HAll LIN 

JOHN SKELTON WILLIAMS 
COIIPTROLLER OF THE CURRIHCY 

FEDERAL RESERVE BOARD HENRY A. MOEHLENPAH 

W. T.CHAPMAN, SECRETARY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD WASHINGTON 
II. S. EMERSON, ASSISTANT SECRITARY 

W. II.IIILAY, PliCAL A81NT 

Subject: 'l'<:~.x Exemptions on Telegraph 
and Telephone Service. 

Dear Sir:-

July 15,1920. 
X-1978 

There. are enclosed herewith 300 blJ.llk forms 
(which hJ.ve been ~ppr.oved by the Commissioner of Internal 
Reverue) fQr use by Federal Reserve B~r~s in claiming 
exemption, under the provisions of Section 7 of the 
Federal Reserve Act, from Federil t~x imposed upon tele
graph :tnd telephone service by Section 500 of the R0venue 
Act of 1918, These forms, ·:.rhen properly filled out, ·Ifill 
entitle your Bank to exemption from th~ Federal tax on 
all telebraph ~nd telephone service rendered to it, 
including leased wire telegraph and telephone service, 
indivi.dua.l t.elegraph and long distance telephone messages, 
and local tel.ephone service, providing, of course, that 
the ch~rges h~ve been incurred in the·performance of the 
official du~ies of your B:::.nk and ~re to be paid by it. 

It is subsested that preparatory to the use of 
these forms your Bank advise the tele~ph ~nd telephone 
companies \fhich :1.re under contract to render telegraph 
or telephona services to it that in the future these 
forma will be used in cl::Liming exemption from the tax on 
telegraph J.nd telephone services, md request that .men 
bills :1r~ rendered to cover the chs.rge for these services~ 
the 'lmount of the charge and the l.mount of the tax be 
itemized separately so that the certificate form may be 
properly executed .. 

Very truly yours, 

Enclosure. 
Assistant Secretary. 

To Governors of 311 F .R Banks .. ., Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



. -.. 

' 

I 
' 

DAVID P. HOUSTON ' 

W. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VIC I GOVERNOR 
ADOLPH C. MILLER 

SECRETARY OF THE TRUSURY 
CHAIRMAN 

FEDERAL RESERVE BOARD 
CHARLES S. HAll LIN 
HENRY A. IIOEHLENPAII 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 

fEDERAL RESERVE BOARD WASHINGTON 

July 16, 1920 .. 

W. T. CHAPIIAN, SECRETARY 
Jt. G. EMERSON, ASSISTANT SECRETARY 

W, II. IMLAY, FISCAL AGENT 

X-1980 

Subject: C3.shing Government '1arr:1.nts and Checks Drawn 
on the Treasurer of the United States for 
Disbursing Officers. 

Dear Sir:-

Referring to the Board's letter of June 7, 1920, 

X-1944, on the subject of "Comments by the Federal Reserve 

Board on recommendations made by Governors of Federal Reserva 

Banks at their conference with the Federal Reserve Board, 

April 7th-10th, 1920", and ;1ith particular reference to the 

discussion by the Boa.rd of Topi.c 4, "Cashing Government 

warrants and checks drawn on the Treasurer of the United 

States for disbursing officers", one of the Federal Reserve 

B:mks has made inquiry as to the protection afforded a. Federal 

Reserve Bank1 by telegraphing to the Treasurer of the United 

States as to 'ii'hether or not the b:J.la.nee to the credit of a. 

pa.rt1~ula.r disb~rsing officer is sufficient to meet his check 

presented for payment at the Federal Reserve Bank, in the event 

this disbursing officer h1s other checks outstanding ~hich might 

be presented at Washington for payment prior to receipt by the 

Treasurer of the check cashed by the Fede~l Reserve Bank and 

which would exlu..ust his ba.la.nce with the Treasurer of the United 
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States. There is quoted below reply received from Assistant Treasurer 

of the United States with reference to this inquiry~ 

"ln compliance with your request of July 12, the· follo·Ning is 
submitted relative to the methods used in reserving sufficient balance 
in the aco_otmt ot a disbursing officer to make payment on a check which 
has been certified to ~ Federal reserve bank requesting information 
a.s to sufficient funds to make payment thereon. · 

. "When such request is rt:lceived fran a Federal reserve ba.nk1 

notation of the amotmt of such check is nade on the led~r ~ccotmt 
of the disbursing officer and that part of the balance is held in 
reserve to meet the check. 

fflf the Treasurer's officer, subsequent to the telegraphic a.dVioe 
given Feden.l reserve banks, should receive checks from other sources 
which would not leave a sufficient balance in the officer's account 
to meet the check \vhich has been certified to a Federal reserve bank, 
payment on checks received from other sources would be refused and 
the Federal re~ne bank, paying upon the Trea.surerts telegraphic 
advice, would be thoroughly protected. 

"This work has been thoroughly systemized so that these certi
fications are followed up and if, for any reascm, the bank requesting 
the certification of the check doss not present it in due course, the 
mtter is adjusted by correspondence with the bank. In other words, 
the Federal. reserve bank that pays on telegraphic advice that balance 
in officer's account is sufficient, ~s as thoroughly protected as if 
the check were presented and immediately charged in the account of 
the drawer." 

Very truly yours, 

Assistan$ Secretary. 

To Governors of all F.R. Bank~ except Kansas Citx 

r. 
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671 
fi. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 

ADOLPH C. MILLER 
' Do\VID F. HOUBII!II , ... 

SIC:RITARY er THI TREASURY 
CHAIRMAN 

CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRINCT 

FEDERAL RESERVE BOARD 
W. T. CHAPMAN, S!CRITARY 

R. G. EMERSON, ASSISTANT SECRETARY 

ADDRESS REPI.Y TO 

FEDERAL RESERVE EIOARD 
WASHINGTON W •• ~ .. 1!~821CAL AGENT 

July 21, 1920. 

SU.ilJECT: EXlENSZ T,IAiiJ J...Hi£ LEh.i:iED WIRE SYS'l'EM~ 

FOR THE UOl~'l'H OF JUNE. 1920. 

Dear Sir:-

Encl:Jsed herewith yuu will find tv,o mimeograph state
ments, X-1981 and X-1979, covering in detail operations of the 
lvhin line leased wire system during the month of June, 1920. 

Rease der..osit the amount payable by your bank in the 
general acc~)Unt, Treasurer U. s., on you.r books, and issue CjD, 
Form 1. National Banks, for Credit of ''Salaries and Expenses 
Federal Reserve Board, Sy:ecial Fund", leased v,ire system~ sending 
duplic~te C/D to Federal Reserve Board. 

Very truly yours, 

Fiscal Agent. 

Enc. 
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'·' X-1979 . .. 

REPORT SHOliiNG CLASSIFICATION AND IJUMBER 
OF 'O.RDS TRANSMITTED•OVER MI\IN LINE OF' THE :F'EDERAL 
RESERVE LEASED '~'IRE SYSTEM FOR 'rHE MONTH OF JUNE 1920. 

From: PER CENT OF 
TOTAL BANK FISCAL 

BANK BUSil~ SS BUSINESS { "' j AGENCY 

Boston 51,~ 463 3.95 6)900 
Neit York 221, 829 17.01 25,750 
Philadelphia. 45,927 3.52 6 .. 553 
Cleveland 96,055 7.36 16,899 
Richmond 30,033 6,14 4,508 
Atlanta 108,112 8.28 9~463 
Chicago 167,151 12.82 4,999 
St.Louis n6 .. 6o6 8.94 10,042 
Minneapolis 42 .. 668 3·29 7 .. 511 
~ns:1s City 105,428 8. 08 14.,044 
D:1llae 95 .. 390 7.31 7,142 
SanFrancisco 1]3,525 13.30 21,241 
Total F.R. Banks 11 304.,387 100.00 135 .. c63 
'.7a. shingt on 221,810 __ 17lj 618 
Grand Total l,556,l97 3c6,6e1 
Percent of total 83.39 16.44 

Bank business 11 556,197 words~ or 63.54% 
. 3o6 1 6ol " " 16.46 Fisc~l Agency business 

Total l~S62,S7S II fl 100.00 

( *) These percentagee are used in calcul3.ting the 
pro n.h sh:ue of l~J.sed ·;7ire expense as 
shewn OJ! the accomp?.nying sbtement (X-l9ol) 

WAR 
FINANCE TOTAL 

50~363 
lt532 2491161 

52,485 
112,954 

34.,541 
50 117,625 

172,150 
l26J 61~8 
50,379 - . 119,472 

102~ 532 
194.712 

1,632 1, 4411082 
lz101 42~.al1l 
3 .. 335 1, 66 , 213 

.17 100 

Federal Reserve Bo~rd 
i1a.shington1 July 21,1920. 

1 €:72 

• 
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Nar.H3 of tank 

Eoston 
Ne-.v York 
Phihda1rhia 
Clavel3.nd 
Richniond 
Atlanta 
Chi'cago (#) 
St.Louis 
Min..'1.SSI.p oli s 
Ka.nsSI.s City 
rSI.l1as 
Sa.n Francisco 
Federal Reserve 

Board 
Toh.l 

---~----------

Operators• Operators• 
Salaries Overtim6 

220.00 
640.00 
225 •. 00 
450.00 
141.66 
217.50 

- ;i'9Z3.26 
145.00 
216.68 
190.00 
150.00 
175-00 

2.00 
29.00 

59.11 
25.00 

$115.11 

(f) Includes salaries of oper~tors 

Opora.tors 1 

Extra com
pensation 

180.00 
361.75 
202.50 
231.00 
170.00 
281.25 

(ih7) 1, 715 .. 89 

234.17 

144.15 
225.00 

~shington ofii ce - - - - - - - -$1, 369.98 

(##) Includes ext~ comppnsation of 
opera tors 'Jashington o.ffice 

(*) Cut-in at :ashington on Richmond
Baltimore circuit 

(**) Credit 
• 

' 

. ' 

RE..POR'J.' 0.!' :!:':!_i~Lv~~ 

HAIN I.INE 
FEDERAL RESERVE LEASED JlRE .3YSTEM 

June ... 1920 

-Pro- rata 
srur\;} ot 

- - - - - - ..,.... - - -- - "- - - - - ·- ---- - - -
n· .. J.re 
Rental 

(*)$50. 00 

1. '56S.26 

.Payable to 
Federal Reserve Total 

Exp3nse 
Total 
Expense Credits Boa.rd 

402.00 
1, 030.75 

427.50 
681.00 
}61.66 
496.75 

5, 703.26 
170.00 
1+50.85 
190.00 
294.15 
4oo.oo 

$18,178.18 
&o.56& 

715-33 
},060.44 

637.46 
11332.87 
1} 111 .. 9} 
1)499.48 
2,321.65 
1,619.00 

595.31 
1,46} .. 26 
1, 323. ?51 
2,403 .. 58 

402.00 
1, 030.75 

427.50 
681.00 
361.66 
498·75 

5, 703.26 
170 .. 00 
L~5o. ss 
190.00 
294.15 
4oo.oo 

@ Amount reimbursable to F .R. Bank Chicago 
account of payment in excess of pro rata share. 

& Amount received from -·a.r Finance Corp oration 
co_vering business for the month of ~· 

FEDERAL RESERVE BOARD 
7ASHINGTON 

313-33 
2~ o4s.G9 

209.96 
651.87 
750.27 

1J ooo. 73 
3,361. 61 ( **) 
11449.-00 

144.96 
1,273· 26 
1,029.66 
2,ooo.58 

$10, 881.}1 
3.381.61 @ 

$ 7J 499· 70 

JULY 21,1920. 
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EX OI'PICIO MltMBitRll 

DAVID r. HOUSTON 

W. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICI GOVERNOR 

ADOLPH C. MILLER 

SICIITARY OF THI TREASURY 
1 CHAIRMAN 

JOHN SKELTON WILLIAMS 
COIIPTROLLIR OF THE CURRENCY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

July 23~ 1920. 

Subject: Cash Shipments and Receipts. 

Dear Sir:-

CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 

R. G. EMERSON, ASSISTANT SECRETARY 

W. M.IMLAY,FISCAL AGENT 

X-1986 

If it is feasible for you to compile the information, 
the Board would like very much to have a statement fr~m each 
Federal Reserve Bank showing (1) amount of cash (including all 
kinds of cash combined, not segregated) p~id to or shipped to each 
member bank by months (aggregate for each calendar month being 
ta~en as one item), and (2) amount of cash received in like manner, 
beginning August 1, 1919, and ending July 31, 1920. 

The Board \Vould like to have also a sta. tement by months, 
covering the same period, of (1) Federal Reserve notes received 
by your bank from the Federal Reserve Agent1 and (2) Federal Reserve 
Bank notes received fromthe United States Treasury at Washington_ · 

Hoping that it will be practicable for you to furnish 
this information,. without too much trouble,· I am 

Very truly yours., 

Governor. 

To Governors of all F.R. Banks. 
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FEDERAL RESERVE BOARD 

STATEMENT FOR THE PRESS. 

For release in morning paper,, 
friday, July 301 1920. 

X-1987 

The following is a review of general business and 
financial conditions throughout the several Federal 
Reserve Districts during the month of 7July, as con
tained in the forthcoming issue of the Federal 
Reserve Bulletin. 

Uncertainty 3.nd the continuance of industrial transition have 

been the characteristic features of the month of July in the business 

field. Some districts report that the price-cutting movement begun 

in May and continued through June is slowing down1 while in other 

districts reduction of prices ie reported still in progress. Industrial 

activity in manf lines has been shortened in coneequenc~ of lowered 

demand 1 cancellation of orders and general readjustment. In some 

districts~ however1 production continues upon old orders which are 

still on the books~ despite the fact that new business has fallen off. 

In the agricultural regions1 improved crop conditions and the develop-

ment of a mora confident tone in busina ss are reported to have brought 

about a turn distinctly for the better. Speculation in commoditiee 

is in many parts of the country reported to have been greatly reduced 

and in some practically eliminated. There is a general feeling that 

extrava~nt buying is at least less extreme and dangerous than it was 

some time ago,. while labor in many parts of the country is reported as 

increasing in efficiency and a better spirit of cooperation exists 

between employer and employee. From the credit standpoint there is 

general expression of the belief t~t unessential demands have.been 
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reduced and that even where there h~s been no lessening in the 

. volume of loans the advances that are being currently 1113.de are in 

a much greater proportion than those which grow out of bona-fide 

commercial and agr~cultural necessities than at any time for many 

months p3.st~ Transportation continues to be perhaps the least 

satisfactory phase of the month's development1 and while there 

has been some improvement in a number of parts of the country it 

is still true that there is great congestion and that in consequence 

of it an undue and unnecessarily ?eyere strain has been brought 

to bear upon credit for the purpose of making possible the carryinE, 

of goods which would otherwise have gone to market and would have 

been liquidated .. 

District No. 1 (Boston) reports that lftransportation difficul

ties constitute one of the most import~nt factors in the present 

credit and industrial situation in New England; * * * * liquidation 

of consumable commodities * * * which has been so marked during 

the past few months continues1 but * * * shows signs of shortly 

running its course; * * * * a certain 3.mount of increasing efficiency 

on the part of workers * * * has been noted." 

District No. 2 {New York) reports th3.t the expansion of loans 

3.nd rediscounts "has been very ·larg.ely checked"., while "production 

has continued at 3. very high level" "business failures continue 

low" .:md "the money market has in no wise relaxed its stringency. n 

Stock Exch:mge money conditions are "decidedly tense" and 

conflicting tendencies in the export situation are noted. 

District No. 3 (Philadelphia) reports that "industrial activity 

in many lines has slowed up during the past few months; * * * the 

textile industry has been seriously affected; * * * iron and steel and 
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the allied * * * lines are sorely tried by the transportation 

si tua.tion" and that "the most encouraging factor * * * is the 

improving attitude of labor. 11 

District No. -4 (Cleveland) finds that "conditions continue 

to improve", but th6re has been "no appreciable lessening of the· 

credit strain". BusinessJ however, "has become unnecessarily 

apprehensive; the situation is still somewhat confused; we are 

not yet out of the woods .. " Tight money conditions have forced 

realizing sales, collections are less satisfactory1 and c~~ercial 

failures somewhat more numerous. 

In District No. 5 (~chmond) "collections.are increasingly 

slow. The price-cutting movement * * * was leas marked than 

during the preceding month * * *· The most encouraging develop-

ment of the month was the striking improvement in crop conditions." 

According to District No. 6 (Atlanta) there ha.s been a 

"!::strengthening of the determination on the part of the public to 

delay buying. * * * Deflation is definitely under way * * * and 

with the return to a price basis more nearly normal confidence 

will be restored." 

District No. 7 (Chicago) states that the car situation is 

"still a dominant factor" while "labor difficulties are becoming 

a more important consideration. Borr~iing at banks continues in 

large proportions; * * * the demand for credit is very large and 

there is little prospect of relief from the high rates." Growth 

of farm land and city real-esbte sues has been checked. There 

is a slowing d.own in manufacturing. 

Di stri c't No. 8 (St.Louis) finds that "gene ra.l business * * * 
ha.s been well sustained" but that "some lines show a rea.ctiomry 
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tendency., others holding steady., while a fe·w record broad gains. 11 

The markets for staples "are more sensi tive 11 ::~.nd "the period of .... :· 

extravagant buying is over." There is a feeling that prices "may 

sustain a sweeping r~vision downward. 11 Improvement in crops 

11has continued". The purchasing power. of the public bs not 

declined. 

In District No. 9 (Mirmeap olis) crop prospects have improved~ 

"labor conditions are not threatening., as was expected early in 

the year, "there is a serious lack of grain storage, despite "an 

improvement of about one-third in the n~uber of cars forwarded 

during June as compared with May." Lake fuel receipts are only 

36.7 per cent of a year ago, and moderate credit liquidation is 

proceeding. 

District No. 10 (Kansas City) reports that "many lines of 

activity * * * are now experiencing midsurruner quiet. * * * In 

the face of the slowing dmvn of trade and industry there is a 

feeling*** that the good crops** *are bound to make good 

business2 * * * There are evidences to show that production * * * 

is increasing and there is a reported tendency toward price re

cessions~ n 

From the 11th District (Dallas) it is reported that "improved 

crop conditions_, the passing of the spirit of hesitancy and suspense, 

* * * the growth of a more optimistic view on the part of business 

and banking interests 1 * * * have all contributed to the develop

ment of a brighter outlook. 11 Mercantile transactions are quiet 

but labor conditions have been improving. There is a prospective 

shortage of grain cars. 

The 12th District (SanFrancisco) reports that the condition of 
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crops is practically unchanged, a reaconable supply of cars for 

the fruit crop has been obtained) but there is_car shortage in 

connec~ion with lumber. Building continuea active. There ~s 

been some f~lling off in wholesale tr~Jd. Pricob ~re not lower. 

Probably.the most hopeful element in the outlook during the 

month h~s been the continued improvement in crop pro~pects in 

gener~l, ~nd the spocial .improvement cleen in cart~in import~nt 

~gricultural lines. The 9th District (Minne:Lpolis) reports both 

winter ~nd spring wheat in a he~lthy condition, with the proopect 

of a yield c onsidenbly J.bove nor.nJ.l :;.nd l.n indic:l. ted yield of 

186,000,000 bushels of spring wheat, 7., 5001 000 bubhels of winter 

whel.t and 273,500,000 butihels of oats. The lOth District (KJ.nsas 

City }estiml.tes l. co.nbined crop of wint0r and :;;pring whe:at of 

260,000,000 bushels, with o.ats ~t 185,000,000 bushels and corn 

~t 400, 000; 000 . bu;;;hela. In the middle west ganer:11ly the crop 

output is improving l.nd in many sections corn "never looked bettor". 

~~e~t :1nd oats ilso hold out excellent prospacts, District No. 8 

(St. Louis) reports wheJ.t low in quantity but high in quality~ com 

in favor:tble condition, o~ts bc:1ring out optimistic e:;;tirrates ::tnd 

h:ly the ~most sJ.tisfactory ever r:li~ed in the reg~cn. Cotton ia 

improving md labor conditions better thJ.n expected. The combined 

condition of J.ll crops in the diiiltrict :lo reported by the Dep:1rtz.::.ent 

of Agriculture is 95.8 per cent. On the P:lcific Co:tst spring wheat 

is now estimated J.t J.bout 50~000,000 bu~hels or 10,000,000 bushels 

more thJ.n 1919. The speciJ.l loc:tl cropb1 such a:;; beanz, sug~r 

beets ~nd other~ are p:trticularly promi~ing, but the rice crop has 

received :cleriou;;; injury. FJ.vor:l.ble weather during the pl.'=>t raonth 

h:ts consider.:tb1y improved the condition of deciduous fruits in 
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the northwest. Or:1nges will be considerJ.bly lower th:m lJ.st ye'l.r, 

lemons J.bout the sJ.me. Tho price of vaget~ble oils h'l.s declined 

considerably. 

In live-stock conditions 3.ppcar to be exceptionally good the 

country over. District No. 10 (K:~.ns~s City) reports excellent 

pJ.sturing conditions but states thJ.t prospects for :1ny materiJ.l 

increJ.sa in the supply of J.ni:..nl s during the 3.utuu.n and winter 

J.re not encour:~.ging bec1.use of thJ length of time required to 

build up the industry' after tha inro:tds suf f erod during the war~ 

The llth District (Dallas) reports excellent r~nge conditions~ with 

stock ;:aking satishctory progress pncticJ.lly througllout the 

district 1.nd prices ,;.a,terh.lly higher J.t the close of June. In 

other parts of the country the live-stock situation is also en-

couraging.. Rec~ipts of cJ.ttle at 15 priL.ary nurkets during June 

were ·1.,290,265 heJ.d1 corresponding to an index nuw.ber of 128, J.s 

compared with 1,209,656 head during MJ.y md 1, 122~ 762 head during 

June) 1919, the respective i~dex nwnbers being 120 and 111. Receipts 

of hogs amounted to 21 746~390 head during June, corresponding to 

J.n index nuu:iber of 1251 :ts cor.1pared with 3.,126.,249 head during 

May 1 and 3.,o61,638 he~d during June, 1919., the r0spective index 

numbers being 142 and 139. Roceipts of sheep for June were 1,006,528 

head, as co~pared with 796~160 head during 1-iay J..nd 1.,116,003 head 

~uring June., 1919, the respective index numbars baing 741 561 and 

62. In the lOth District (Kans~s City) the movement of live-stock 

to the :;-arkets in June was less than in lhy llld less tl'an in June 

of 1:tst year., but trade in cattle w~s more encouraging to shippers 

than in any previous wonth of this year. Purchases of cattle by 

packers during June were swa.l1er th:tn in May or in June of h.st 

year, but prices hl.ve iLlproved in most br:mches of the business., 
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except sheep. In the 11th District (DJ.llas) there WJ.s a heJ.vy 

movement of cattle and hogs to market during June) figures 

in some linea reaching record proportions. Prices at Fort Worth 

registered 3. sharp recovery during June ~nd this tended to enlarge 

subsequent shipments, the influx of animals weakening the market 

so that by the Opening of July much of the gain recorded ha.s been 

lost. The hog market1 however1 reached the highest point since 

last November. Gross receipts both of cattle :tnd calves were 

h.rger than in MJ.y or than in June 19191 while hogs and sheep 

· fell off as co~ared with both preceding periods. 

The move;nent of grain h3.s bec:m retarded by the c;J.r shortage 

situaticn. In the 9th District (Minne3.polis) 1 however~ there 

was J.n imprcveli1ent of about one-fourth in the number of cars 

fer grain and flour forwarded ::~.s eol:lpared w:hh the month of May} 

J.nd the .. number of cars received was about the same. The very 

moden.te improvement over May was the result of strenuous efforts 1 

to secure empty grain cars by virtue of the priority orders. 

~7hut receipts at Minneapolis during June show a. fa.lling off of 

3 per cent from the May figures, ~nd receipts of corn show an 

increase of 11#3 per cent. The movement of whe~t J.nd corn during 

the present crop year commencing Septe,nber 1, 1919, has been 

substantially the same as during the preceding crop ye~r, but 

the movement of the other grains is about 43 per cent of the 

moverr.ent of the previous year. Price declines were noted in 

Minneapolis during June for grain ~nd flour, with the exception of 

oats and b~rley, which showed slight increases. 

The wool ~nd woolen outlook has been of speci3.l importance 

during the past month. In raw wool the inactivity which h:1.s been 

characteristic during the past six weeks continues J.nd the market 
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hJ.s become entirely a buyer~.~ market. · The r:tw wools are in 

pumerous instances being quoted at 30 ptlr cent below the level 

of last January in District No. 3 (Phih.c\elphia). In District 

No. 1 (Boston) dealers in raw 1..-a terials are placing pn.ctica.lly 

no orders and such wool as is going into the market is being 

received on a consignment basis. "It is still felt * * * that 

with m.ore wool in the world than was ever before known.~ prices 

h3.ve not yet reJ.ched bottom." Goods returned to the mills to

;;ether with C:l.ncelh.tions are estimated J.t $1001 0001 000. An 

encouraging feature in the situation is the willingness of wool 

de3.lers to extend longer time and to accept cancellations of 

orders. In the woolen 3.nd worsted goods industry, y3.rn spinners 

3.re having but .few inquiries for their product, while for finished 

textiles conditions are equally discouraging. In the 3rd District 

(Philadelphia} "there is no· demand for the product and the closing 

of plants is gener3.l * * *; while some wanufacturers feel that 

activity will be resumed in the early fall 1 othera h'l -e no hope 

for a decided improvement in conditions until ~fter the presidentia~ 

election. Nevertheless it is believed th:J.t "when business is 

resumed * * * ~anufacturing conditions should be much more favor

able than those prevailing during the first six months of the yeJ.r .. 

The nw materi3.l supply is plentiful :tnd lower in price :1nd labor 

conditions show signs of real iroprovef.lent. n Collections in the 

industry generally are slowing up. The strain hm1ever ~ has~ on the 

whole 1 been well borne by the industry. 

In cotton gcods there has been a reduction of activity. In the 

Massachusetts cotton-milling region dem3.nd continues light, m::my 

mills reporting supplies of r:1w cotton sufficient to last until 

next year. The better crop prospects in the south h:1ve 
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reduced any ~nxiety that was felt concerning prospective sc~rcity. 

Prices ~re about 50 per cent more than in 1914 for the best g~des. 

In the 3rd District (Philadelphi~) little· or no interest is sh~vn 

by cotton yarn interests in the raw staple while m~nufacturers 

are placins few orders for y~rns. Curtailment of production is 

prevalent. Prices for cotton products have baen steadily declining 

and :tre now on ·3. price level equ3.l to that of last :Lutur,m. In 

New Bedford (M:tss.) mills h:Lve on hand sufficient cotton to run 

until the latter part of August. There h:Ls been a softening in 

the yarn market :tnd in Fall River orders :tre not coa;ing in freely. 

In Lowell mills are still running on full time. Some houses in 

different parts of the country hJ.ve made co;C.r.:itn;ents for fall 

goods at prices higher than prevailed in the autumn of 19191 while 

others are refusing to place orders freely. The ch3.nces seem to 

favor a still further reduction of activity in the inJustry. In 

"small wares 11 conditions hwe not much changed during the past month; 

prices 1.re about the sa:ne, collecticns are slower 1.nd voluw.e of 

buying is slowing up." Predicticns are made that prices of cotton 

s~~ll wares will be higher this fall th3.n last and higher this 

coming spring than the spring just past. Some concerns however~ 

h:tve be~un cutting prices. 

The past wonth h1.s seen but little improvement in the depressed 

situaticn existing in leather ~nd shoes a month earlier. Shoe 

JBnuhcturers are not placing :z;'.l.ny ordars with leather dealers. 

July is usu3.lly '.l. dull period in any case~ but the dullness began 

earlier :1nd is lasting lonser this year. A great curtail;nent of 

operations bvth in the rru.nufacture d leather and in that of shoes 

is noted in New England. llhnufacturers, however, on the whole 

b~_siness 
anticipate 3. brisk autu."nn p.ue to aelated orders, and they :Llso look 
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for a gre~ter demand for shoes of g~des other than the finest. 

Export ship,r..ents ~re believed likely to fall off. In the 3rd 

District (Phil~delphia) curta.ilrr.ent which ex.;ists in the ilhssachusetts 

region likewise pre~ils. There is conflicting opinion throughout 

the tnde ::~.s to the outlook .. some believing that :3. sudden ~utumn 

dem~nd will spring up 1 others that ret~ilers are sufficiently well 

stocked to nc:~.rry on11 for a good while to co;~e, lvanuf.'lcturing 

conditions in the shoe industry are. fairly s:l.tisbctory. In the 

middle west "shoe manubcturers hwe been ;.:arking time", and output 

is only 30 per cent to 40 per cent of that of :3. ye~r ago, but 

conditions :3-re considered better than in the a:~.st. Ret~iler6~ 

stocks are depleted. In the Virgini3. sh•~ producing district 

m3.nufacturers ~re not getting their us~l orders~ C:tncellations 

are still ~n important factor. In District No. 3 (St,touis) the 

shc.-·3 industry is now_. houever., swinging to a more cert:~.in b3.sis. 

M::mufa.cturers 1.nd distributers are shON ing incre:l.se in ~olUme and 

value of business. C:~.ncellations have decreased1 n.w rraterials are 

more abundant a.nd l:l.bcr is ample. Collections vary :t good de::1.l. 

Th~ serious condition in which the iron and steel industry 

is now pl::1.ced 3.S the result of r3.ilroad congestion ~nd shortage of 

raw ca terial 3.nd fuel is illustrated by the st~ ter,1ent mde by the 

Clevehnd district th3.t "traffic condit~.ons in the iron ~nd steel 

industry during the past month-.· have raached a more acute st::1ge 

1.nd have become a matter of constant strusgle * * * to keep pl3.nts 

in opention and finished material moving." The piling up of 

unshipped product in mill and furU3.ce yards ha~ continued and 

there is also ::1. large tonll3.ge of semi-finished ~3.terial which is 

stacked up in work y3.rds. It is estim:l.ted that 2., 000,000 tons 

of iron 1.nd steel 3.re tied up in the h:l.nds of the producers throughout 
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the country. In District No.4 (.Cleveland) there h~ve been few 

cancellations of unshipped products1 but m~ny ruills ~re reg~ting 

their operations entirely in accordance with the ability of the 

buyer to furnish transportation. Thousands of motor trucks have 

been put into servic.e hauling ra:J.terhl frow cills to points where 

cars are avail:J.ble or even to cons~~erat plants. Crude waterial 

production in that district ~s kept up quite well~ but restriction 

of output applying ruost severely to tha finishing operations. In 

District No.3 {Philadel]hi~) the transportation situation has so 

thoroughly tied up the iron ~nd steel industry that the entire 

situation centers on the question of ~etting movament of products. 

While m~ny pl:1.nts are running at 100 per cent of capacity~ the contin-

uation of the lack of cars will force a reductionJ pessibly by two-

thirds, :J.t the end of another six weeks. Pig iron continues in 

active demand but it is impossible to procure it in apy quantity. 

If demand were to be taken as a criterion cf the outlook, manufac-

turers would think it excellent, but their stocks of material ~d 

fuel have bean so seriously depleted that the shipping prospect is 

very questiom.ble. In the Bir.dngha.m District (District No. 6 Atlanta) 

transportation difficulties ara sliGhtly improved, but apprehension 

still exists as to the supply of ra.w material. The greater number 

of sales are in small lots a.nd domestic business is being given 

practically sole attention. ConsWllpticn of pig iron is ::1.gain shewing 

improvement. Confidence is expressed that the pit::. iron market will be 

firm for several years to come and that export business will be sub-

st:1.ntial. Production during June was 3, o43, 540 tons as compared with 
2, 935., 682 tons during M~y and 21 114 .. o63 tons during June~ 1919., the re
spective index numbers being 131, 129 and 91~ Tne unfilled orders of 
the United Sbtes Steel Corporation at the close of June were 10,9781 817 
tons, a.s compared with 101 940_,4G6 tons at the close of May 1 the index. 
number for both months being 20S. 
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The coal outlook is closely connected with the entire manufactur-in;; 

.situation but particularly with iron and steel prospects. In District ro·3 

{Philadelphia) the car supply is still inadequate, the general situation is 

discouraging and both d.omestic consumers and. plants face a serious situation. 

The output in Pennsylvania and West Virginia is 50 per cent of normal, while 

in Ohio, Indiana and Illinois it is still smaller. Exports of coal which 

have been mentioned as one cause of the present difficulty are an inadequate 

explanation, the real source of trouble being insufficient production in 

relation to- demand. Our output for the nation at large is now about 

9,000.000 tons of coal per week. but vcurrent demands show a need for 11,

COO,COO tons. Prices have been advanced. In the Binningham district 

(District No .. 6, fttlanta) coal production is still lagging, strikes at 

domestic mines being partly responsible. There is also an undercurrent of 

unrest among the coal miners in Pennsylvania with local labor troubles. 

In District No. 4(Cleveland) the movement of coal is unsatisfactory, Ship

ments to the northwest up to July 1 being more than 5,000,000 tons below 

the corresponding figure a year ago, and there has been little increase 

during July. Coke shortage is widespread and the high price of coke has 

been an il!!Portant factor affecting the activities of many iron and steel 

plants. Spot coke has been selling from $18 to $20 at the ovens. Production 

of bituminous coal during June was 4lt,4fe ,500 tons, corresponding to an 

index number of 120, as compared with 39,059,000 tons during May and 

38,547,000 tons durir~ June. 1919, the respective index numbers being 105 

and 104. The production of anthracite coal for June amounted to 7,754,000 

tons, compared with 7,631,000 tons during YAy and 7,25l,OCO tons during 

June, 1919. 

More active petroleum exploitation is gradually bringing up the 

production of crude oil. Pipe-line runs in Oklahoma and Kmsas are now 
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beginning to exceed shipments and reserve stocks are getting back to 

something like normal. This rray be partly due to inability of re-

finers to get tank cars but the output itself is increasing. June 

·Mas the best month of the year in crude oil production. In the lOth 

District (Kansas City) the output for that month was worth over 

$4o ,000,000 and new wells completed numbered 1, 136. In tm 11th 

District (Dallas) June operations however showed a "slumpn. There 
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were 169 less completions than in M~ but the total production about 

11~500,000 barrels was only about 250,000 below May. In June 650 wells 

were completed in the 11th District. In the 12th District (San Fr~cisco) 

the June production was slightly less than in Mey, being 273,000 bar-

rels per day, Nhile shipments exceeded production, stored stocks 

declining 120,000 barrels. There is a shortage of gasoline-.and buyers 

have raised prices for crude oil. 

Metal mining conditions during the month have not been uniform. 

In District No. 10 (Kansas City) the half-year period ending June 30 

sh<ma an increase in the value of lead. and zinc shipments over 1919 

in spite of adverse productive conditions. Shipments of zinc ores 

declined during June and there was a tendency to decline both in 

price and volume of shipments of zinc. Metal mining in Colorado has 

suffered from a shortage of labor. Little new prospecting is in 

progress. 

One notable feature of the business situation during the month 

has been a. change in labor conditions. .An iTJl>Ortant factor in this 

connection has been the development of unemployment in various parts 

of the country. This uneJt!Ployment has been apparently chiefly due to 

three factors. Where poor transportation prevented deliveries of fuel 

and raw materials some plants ~e been obliged to curtail operations 
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md thereby reduce opportunities for employrrent pending better cor.i1.-

tions; in other manufacturing districts the shutting down of wills ,as 

a result of cancellation of orders and lack of demand has also thrown 

considerable forces of men out of work; elsewhere, inabUity to obtain 

capital for construction and consequent abandonment or suspension of 

undertakings that had been contemplated have produced a certain amount 

of unemployment with some shifting of workers from one occupation to 

another. ttn effect of the changed labor situation, which has been the 

subject of quite general comment in the various Federal Reserve Districtst 

is an increase in the efficiency of labor. One of the largest pro-

ducing companies in District No. 4 (Cleveland) reports the .11 greatest 
produced 

four months in our history of pounds/per man. 11 In District No. l 

(:Boston) 11 labor is less insistent in its dema.rds" and during the first 

half of July only ten new strikes were reported to the MBssa.chusetts 

Department of Labor, but two of these involving any considerable number 

of men. During the latter part of June and the first two weeks of 

July there was a marked decrease in the demand for factory help. The 

Boston Public Employment Office reports a. mArplus of machinists, 

mechanics md general factory workers. Retrenchment in Government 

manufacturing operations ha.s released some labor. Unskilled labor is 

also more plentiful than heretofore. In the agricultural regions, 

however, there is little or no relief from the shortage of farm labor. 

District No. 6 {.Hlanta) reports that all parts of the District are 

seriously short of farm hands. In District Not 5 (Richmond) there is 

considerable sporadic unemployment, but this is believed to be due 

largely to irregular transportation. In the extreme southern part of 

the country a better supply of agricultural labor has resulted from 
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the slackening of industrial productiOn. In New York ther6 haf.' ::Jee~ • 

a distinct, though not large, ·':increase in unemployment and thi;:; is 

more noticeable than usual at this season in the clothing trades. 

~e labor difficulties at the port of New York have been reduced. 

Generally speaking, conditions are more stable than they '"ere several 

months ago. Local shortage of unskilled labor due to the scarcity of 

immigrant hands is observable. There is less complaint than usual of 

labor conditions on the Pacific Coast, District No. 12 (San Francisco) 

reporting 11 no strikes or labor disturbances of any i~ortance in this 

District." J. notable event of the month has been the decision of the 

Railway Wage ftdjustment Board, which has resulted in awarding a wage 

increase to railway workers estimated to aggregate $6oO,OOO,OOO, and 

presumed to represent an average increase of 21 per cent or over for 

railway employees az a whole, although the increase gr6nted has been 

greatest in the lower paid grades of employment. 

There appears to be no difference of opinion concerning the 

causes that are res:ponsible for the difficulties that hamper build-
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ing operations. The hinderances are summed up'under the all-inclusive 

heads of high prices of structural rr.a.teria.ls and heavy labor costs; 

transportation troubles that rrake the sacul'ing of supplies problema tical; 

and inabUi ty to obtain funds for financing contemplated projects, 

especially residential structures. It is true that, although all these 

factors are operative, reports from certain Districts are inclined to 

stress some one factor 'Nhile minimizing the importance of others. The 

situation in the west and southwest appears to be much more favorable 

than in other parts of the country, Districts No. 11 (Dallas) and 

No~ 12 (San Francisco) both reporting increased activity in the rronth 
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of June as compared with May. District No. 1 (Boston) emphasize~ tL~ 

shortage of lumber and other structural materials resulting from con-

gested traffic condi t:ions, and predicts that prices will remain high, 

probably into the spring of 1921. However, the total value of build-

ing permits in 13 principal cities outside Boston showed an increase 

of 47 .l p8r cent in arr.ount for the first six months of 1920, as cori;pared 

with the same period in 1919, although the actual number of permits 

declined from 3614 to 344o. D~strict No. 2 (New York) thinks that the 

principal deterrent to the execution of housing programs is scarcity 

of mortgage money, the New York situation being made worse by the fact. 

tn:tindustrial projects have secured the limited amount of labor and 

materials available. District No.4 (Cleveland), although stating 

that th2re has been some irr:pro,rement in securing raw mat2rials, • 

esp3cially cement, 1uring the last. two ·neeks, through the us·e of lake 

vessels, says that building operations ar<e· very low for the season and 

the outlook for the fall is uncertain. In District No. 5 (Richmoni) 

no improvement is noted -- a decrease in value of permits issued as 

compared with May is recorded. As for building materials, it becomes 

increasingly difficult to secure them and a number of lumber mills have 

shut down because of inability to ~ake deliveries, while cement, crushed 

stone, steel, brick, etc., are practically impossible of a:~quisition. 

Cessation of construction in Richmond is threatened unless the local 

situation is reliived. In District No. 6 {Ptlanta} on the oth0r hand, 

there has beE:n • ".ill increase in the value of permits in some of the 

large cities such as fttlanta, Augusta, Savannah and Mobile. ft marked 

drop in the total volume of building :permits in New Orleans was no 

doubt th3 result of the local carpenters t strike. In District No. 8 
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(St. Louis) as a result of better ·lll'eather and il:J_provement in tt'='?,s, 

:porta.tion, work already begun has been resumed or continued, but n_;w 

projects are few. There is no improvement in the housing situation. 

tabor troubles have also been experienced. Both in the Minneapolis 

and Kansas City Districts the June reports show a reduction in build

ing permits by number and value as corr.pared with May. In District 

No~ 11 (Dallas), on the other hand, improvement has occurred in June, 

an incr3ase of 15 per cent in total valuations over the month of May 

being noted, although the total is 16 per cent below the record for 

June a year ago. For the first six months of the year, the 1920 

valuations exceeded those of 1919 by 147 per cent. Simila.rly in the 

12th District (San Francisco) building is active, permits issuedin 

19 cities showing valuation increase~; of 7-7 per cent as compared Rith 

May and 63.3 per cent as compared with June a year ago. For the six 

month period an increase of 107.17 per cent was recorded. 

Financially, the developments of the month show improvement. 
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District No. 2 (New York) reports that "the tremendous expansion in 

loans and discounts which took place last year has been very largely 

checked" and that in the New York District it "has been wholly checked." 

Reports of the Comptroller of the Currency show that up to May 4 some 

increase in loans was still occurring in the country banks but at a 

lessened rate than previously. Speculative activity has also subsided. 

The number of shares sold on the New York Stock Exchange has declined 

in the past few ,months to not l'I'Uch more than a quarter of the average 

activity of last autumn, while bank clearings in New York City have 

declined about 25 per cent. In Distriot No. 7 (Chicago), while c~ 

mercial paper commands the highest rate in years, collections are 

generally good, and speculation not only in stocks and cornmodi ties 
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but also in farm lands has been checked, at least temporarily. The 
\lith 

activity in banking .turnovers is on the decline as comparecl June 1 

although larger than in 1919. Borrowing at the banks continues in 

large proportions 8nd there is no prospect of relief from high rates. 

In the south thqre has been some success in eliminating loans on 

United States obligations, while other loans and investments •how 

a slight decrease up to June 25 and this tendency is apparently 

continuing. Money rates continue very high. In the :principal manufac-

turing districts there has been no marked change in the credit situation 

and any surplus credit at one point is immediately absorbed by demand 

at some other point. Large stocks in the hands of merchants and manu-

facturers have combined with the difficult money market to force many 
• 

realizing sales. Collections are still good. In Ne~ England loans 

secured by stocks and bonds have decreased materially, about one-half 

of the decrease being in paper secured by corporate bonds and stocks. 

Borrowings from the Federal Reserve ]anks show a decline. The total 

turnover as shown by charges against deposit accounts is about the 

same as during the preceding month. Investment securities show a fairly 

consistent l~vel, though perhaps with a slightly downward tendency. The 

bill market in New York and other financial centers has been quite 

active with good demand for prime bills. Rates have changed but little 

in coT!"'1r.ercial paper, but have had a somewhat stronger tendency. Call 

money rates have been tolerably stable around S per cent. The reserve 

ratio· of the Federal Reserve Banks has tended on the whole to reach 

a more satisfactory figure, the average for the four report$ periods 

ending with July 23 being 43.6 p2:r cent. 
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&x OPPICIO MIIMSI:IIII 

DAVID F. HOUSTON 
SECRETARY OP THE TRIAJ:URT 

CHAtRMAN 

693 
W. P. G. HARDING. GOVERNOR 
ALBERT STRAUSS. VICI GOVI8NOJI 
ADOLPH C. MILLER 

JOHN SKELTON WILLIAMS 
COIIPTBOLLIB OF THE CURIINC'( FEDERAL RESERVE BOARD 

CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

ADDRESS REPLY TO 

FEDERAL. RESERVE BOARD 
WASHINGTON 

W. T. CHAPMAN. SICRITART 

R. G. EMERSON, ASSISTANT SECRETARY 

W. M. fii'LAY, FISCAL AGENT 

August · 9~ 1920. 

Subject: Treasury Committee on Discontinuance 
of Sub-treasuries. 

Dear Sir:-

X-1991 

There is enclosed herewith for your information 

copy of order of the Secretary of the Treasury appointing 

a Treasury committee on the discontin\ance of the several 

sub-treasuries and the assumption of sub-treasury duties 

by the Treasurer of the United States~ the mints and 

assay offices and the Federal Reserve Banks4 

Very truly yours1 

Enclosure. 

Governor.., 

To Chairmen of all F .R .. Banks. 
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Mr. w. S. Broughton 

TREASURY DEPARTMENT 

Office of the Secretary 

WASHINGTON 

August 2 1 1920. 

Commissioner of the Public Debt 

Mr. R. G. Hand 
Co::zmissioner of Accounts and Deposits 

Mr. G, F. Allezl 
Assistant Treasurer of the United States 

Mr. B. P. Huddleson 
Chief, Division of Publio Moneys 

Sirs: 

694 

You are hereby ~esignated a committee to consider the situa-

tion arising through the discontinuance of the several subtreasuries 

and the assumption by the Treasurer of the United States, the mints 

and assay offices, and the Federal Reserve Banks of functions now 

performed by Assistant Treasurers of the United States and their 

offices, as directed by the .Act of Congress approved May 29, 1920, 

entitled, 'An act making appropriations for the legis~~tive, exeeutive 

an4 judicial expenses of the Gover.nment for ~e fiscal year ending 

June 30, 1921, and for otber purposes, • You will report to me your 

recommendations in connection therewith, and at the same time will 

suggest for mf consideration rules and regulations to be promulgated 

for the conduct of the public business involved, 

As' each subtreasury and each Federal Reserve Bank or branch 

may present individual problems, I propose to designate from your 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



• \ 

695 

-2-

committee a special Treasury representative to have direct conta&-t 

with the Assistant Treasurers and the Federal Reserve :Banks and to 

supervise in the field the transfers of the duties and functions 

of the subtreasuries. 

Your coumi ttee will be expected. among other things, to con-

sider and draft, for submission to the Secretary, rules and regulations 

gover.ntng the performance by the Federal Reserve Banks of the duties 

and functions now performed by the subtreasuries, including partie-

ularly exc~~es of coin and currency, the custody of securities, 

deposits of court and post office funds, and the cashing of Govem-

ment warrants and checks. In this connection, you are authorized to 

consult with the Assistant Treasurers and the"Tepresentatives of the 

Federal Reserve Board and the Federal Reserve Banks .. 

Your attention is :particularly invited to the personnel :prob

lems which-will arise in connection with the discontinuance of the 

subtreasuries. I think that these problems should have attention, 

with a view to causing the least possible lw.rdship to subtreasury em-

ployes whose services will be discontinued at subtreasury offices. 

Respectfully, 

D.. F. HOUSTON 

Secretary 
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l;liOFI'ICIOMRIIBRIIll 

DAVID P. HOUSTON 

696 
W. P. G. HARDING, GOVEIROI 
ALBERT STRAUSS, VICI GOYEIBOR 

ADOLPH C. MILLER 

I&CI&TARY OP THI TRIASURY 
CHAIRMAN 

FEDERAL RESERVE BOARD 
CHARLES s. HAMLIN 

HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS 
COIIPTROLUR OP THI CURRB.CY W. T.CHAPMAN, SICAITAIY 

R. G. EMERSON, ASSISTANT SICIITAIY 
ADDREBB REPL.Y TO W. M.IMLAY, FISCAL AGINT 

FEJ;)ERAL. RESERVI£ BOAR!;) WASHINGTON 

Aug\;lst 10-J ~920. 

X-1992· 

SUBJECT: Report of Currency Operations. 

Dear Sir: 

Pending action by the Federal Reserve Banks on the 
report of the Committee designated by the last conference of 
Governors with the Federal Reserve Board1 held in Washington 
April 7th to lOth inclusive1 to study the question of issue 
and redemption of new currency1 the Federal Reserve Board 
requests each Federal Reser1e Bank to render to the Board a 
monthly report on the enclosed blank form1 (supply of which is 
being mailed to you today under separate cover) 1 commencing 
August 28th. The first report should cover currency operations 
of the four week period ending at the close of business 
September 24th .. 

The Board desires a separate report covering the 
operations of each kind of paper currency1 and-a blank has 
beon provided in the upper right hand corner of the report 
for the designation of the kind of currency which the report 
covers. 

Very truly yours., 

Governor. 

Enclosure. 

TO CHAIRMIN OF ALL FEDERAL RESERVE BANKS. 
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'.. tlo( OFFICIO MEMBIIR8 

DAVID F. HOUSTON 

W. P. G, HARDING, GOVERHOR 

ALBERT STRAUSS, YICI GOVERNOR 
ADOLPH C. MILLER 

SICRITARY OP THE TREASURY 
CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRINCY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

August 11, 1920. 

CHARLES S. HAll LIN 

HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 

R. G. EMERSON,ASSISTANT SECRETARY 

W. M.JMLA.Y. FISCAL AGENT 

X-1993 .. 

SUBJECT: Collection of Bill of Lading Drafts Received Direct 
from Non-member Bar~ for Credit of Proceeds to Account 
of Member Bank. 

Dear Sir: 

The Federal Reserve Board has received an inquiry from a Federal 
Reserve Bank whether country bank correspondents of a member bank may, 
with the authorization of the member bank, send bill of lading drafts 
direct to the Federal Reserve Bank for collection and credit to the 
member bank•s account. The country bank correspondents referrad to 
are not members of the Federal Reserve System and do not carry clear
ing accounts with any Federal Reserve Bank. 

There is no provision of law authorizing a Federal Reserve Bank 
to receive items for deposit or collection from banks which are not 
members of the Federal Reserve System and which do not carry clearing 
accounts with the Federal Reserve Bank. Section 13 of the Federal 
Reserve Act, however, provides that a Federal Reserve Bank may receive 
on deposit from any of its member banks checks and drafts payable upon 
presentation and may receive for collection from any of its member banks 
naturing notes and bills.. Under this provision it would be leg;:tl for a 
Federal Reserve Bank to receive direct from a bank, even thougl1 tha. t bank 
is not a member and does not maintain a clearing account} checks and 
drafts or maturing notes and bills sent for the account of a member bank, 
provided~ the Federal Reserve Bank has received satisfactory notice from 
the member bank that the member bank has authorized the sending bank to 
act as the agent of the member bank in forwarding the items for the member 
bank's account. 

A somewhat similar arrangement has been approved whereby a member 
bank in one Federal Reserve District may send maturing notes and bills 
direct to a Federal Reserve Bank of another District for collection and 
credit to the account of the Federal Reserve Bank of the District in 
which the sending bank is located, although there is no provision of 
law which authorizes a Federal Reserve Bank to receive such i terns from 
a member bank located outside of its own District. For your information 
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there is enclosed herewith a copy of the Board's circular letter 
X-1838 and an opinion of Counsel X-1838 (a) enclosed therewith, 
both relating to the collection of maturing notes and bills in 
this manner. 

Notice from the member bank to the receiving Federal Reserve 
Bank that the member bank has authorized its correspondent to forward 
items direct to the Federal Reserve Bank for the account of the member 
bank should be specific1 -- that is1 it should name the particular 
correspondent or correspondents of the member bank which are so 
authorized. Bill of lading drafts drawn upon individoo.ls, firms or 
corporations other than banks are not "checks and drafts" within the 
meaning of Section 13 of the Federal Reserve Act and should not~ 
therefore, b·e ,received by a Federal Reserve Ba..nk except for collection 
and credit when paid. · 

It should be urxierstood, of course, that a Federal Reserve Bank 
may at its discretion decline to receive for collection bill of lading 
drafts f orwa.rded to it by. a member bank through the agency of the member 
bank's correspondents which are not themselves members and which do not 
maintain clearing accounts. 

Very truly yours# 

Enclosures: 

TO GOVERNORS OF ALL FE:OERAL RESERVE BANKS 
COPY TO AGENTS. 

Governor. 
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.. .. ltX OPPICIO ME"BEM 

DAVID F. HOUSTON 

W. P. G. HARDING, GOVIRNOR 
ALBERT STRAUSS, YICI GOYIINOI 
ADOLPH C. NILLEB 

SICR&TARY OP THI TBIAIUIY 
CIIAIRIIAN 

JOHN SKELTON WILLIAMS 
CoMPTROLLIR OF THI CUII.NCT 

,ADDRESS REPL.Y TO 

FE;DE;RAL RE:SE:RVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

February 19, 1920 .. 

Subject: Collection of Maturing Notes. 

Dear Sir~ .... 

CHARLES S. HANLIN 
HENRY A. NOEHLENPAH 

W. T. CHAPMAN, SICRnAIIY 
R. G. EIIERSON, ASSISTANT SICIITAIY 

W. N.INLAY, FISCAL AOINT 

X·lS38 

I Wl forwarding herewith a copy of a Iremorandum prepared 
by Counsel on the rig..'lt of a Federal Reserve Bank to collect : 
matw;ing notes and bills drawn upon fi.nns, individuals or cor ... 
porations in its district other than merrber banks which are for
warded to it for collection by a rr.erriber bank of another district 
for the account of the Federal Reserve Bank of that other d~strict~ 

The Board at its meeting on February seventeenth approved 
this memorandum with'the understanding, of course, that under the 
terms of Section 13, eM1:. Federa:t Reserve Ba.':lk may in its dis ... 
cretion decline to recei.ve fo:- collF;ction mataring notes and. bills 
which are forwarded to it by anothel~ JJeoeral Reserve Bank through 
the agency of one of its member banks. 

Very truly yours, 

Governor. 

To Chairmen of all F .R. ~ks except Dallas 
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TO The Federal Reserve Board 

FROM Mr. Harrison, 

Feb. 14, 1920 .. 

SubJect: Re: Collection of 
IV':aturing Notes. 

In a ruling published on page 467 of the YAy 1919 Bulletin, it is e~ 
plained that although a Federal Reserve :Bank may properly collect maturint;; 
notes and bills drawn upon firms, individuals or corporations in its district 
other then member banks, which are forwarded to it for collection by another 
Federal Reserve Bank, nevertheless no Federal Reserve Bank may perfonn this 
service directly for any rrember bank located outside of· its own District. 

The attached correspondence with Governor Van Zand t. presents for the 
consideration of ~He Eoard the ~uestion whether a Federal ReQerve ~ank may 
pnperly receive for coller.ltion maturing items forwarded direct to it from a 
member bank in another District, if they are forwarded for the acco\mt of the 
Federal Reserve Bank of that other District. Section l3 expressly authorizes 
a Federal Reserve Bank to receive maturing notes and bills payable within its 
District from any other Federal Reserve Bank. It seems, therefore, that if 
such items are forwarded to a Federal Reserve Bank by a member bank in anot:Qe.l" 
District for the account of its own Federal Reserve Bank they may properly 
be handled for collection JUst as if they had been forwarded directly by the 
Federal Reserve Bank of that other District. This service, however, should. 
not be performed unless the collecting Federal Re·serve Bank has rec.eived 
satisfactory notice from the other Federal Re~erve Bank that it has a~thorized 
its member bank or member banks to act as its agent in forwaro.ing maturing 
items of this character for collection and credit to its account. This a~ncy 
may be specific a.s to a :particular rr.ember bank or may be general as to all 
member banks of the District.-
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It is believed that the development of this practice may be fownd advisable 
if not necessarJ in the proper extension of the various collection facilities 
of the Federal Reserve B~s and will no doubt permit of a considerable saving 
of time and expense which would otherwise be incident to the ind.irec t routing 
of maturing items through the Federal Reserve Banks of each district ... 

Respectfully, 

(SIGNED) George L. Harrison, 

General CoWJ.Sel. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



..;. 

701 
... ,.. SJPOPF1c1o M•u••u 

bA.ID F. HOUSTON 

W. P. G. HARDING, GOYIRNOR 

ALBERT STRAUSS. VICE GOYIIBOI 

ADOLPH C. MILLER 
IICRI'IARY OP THE TREASURY 

CHAIRMAN 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS 
COJIPTIOLLIR OP THI CUAIINCY 

FEDERAL RESERVE BOARD 
W. T. CHAPMAN, SICRETARY 

-'DDRESS RIJ:Pl.Y TO 

FEI)E;R,AL. RESERVE; BOAR!) WASHINGTON 
R. G. EMERSON, AISIITANT SICRITA•Y 

~· M.JMLAY, FISCAL AGENT 

August 171 1920-. 

Subject: Salary Adjustments and Classification 
of Employees .. 

Dear Sir:-

X-1991+ 

By direction of the Boards I append h~reto copies of 
instructions to employees of the Board announcing the adoption 
by the Board of plan of salary adjustments therein explained. 

As all Federal Reserve Banks are confronted with the 
problem of adjust.ing salar).es} the Board felt that they would be 
interested in its method of treating the c;.uesti.on. It will be 
noted that no attempt has been made to classify officers} but 
that sufficient classes are prescribed to embrace the entire 
remainder of the or~nization. In achieving this end) it was 
necessary in several instances to create classes covering in
dividual employees. 

In determ:i.ning the salary range for each class of 
employees1 the Board fixed the figures at approximately the 
replacement values of the employees. Xn ea.ch instance1 the 
maximum salary in a cl.ass is 33-1/3% uf. the minim·l.llll greater 
than the minimum. Not desidng in any way to su.ggest what 
salaries should be paid to employees of Federal Reserve Ba.nks1 

the Board instructed me to omH from the en~losed memoranoum 
the figures showing the salary scale it adcpted for its own 
employees. HoweverJ the figures are sho·.m in the memorandum 
given employees1 so that ea.ch emp:J,.oyee knows exactly what oppor
tunity exists in the fi~ld. 

Successful operation of the plan demands that those 
serving, on the sub-cornw:i.t~ee on staff be acquainted intina tely 
with the work of employees whose ratings they present for the 
committee's conside1ation. 

It has been suggested that should Federal Reserve Banks 
desire to adopt a similar plan1 the Board could approve the 
salary ranges recommended1 and leave it to the Banks to make 
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adjustments within the ranges without reference to the Board. 
The Board believes it would not only be possible but highly 
desirable to have standard classifications adopted by the 
Res~rve Banks1 recognizing, of course, that salary ranges for 
such classifications need not be uniform throughout the system. 
Of course, should a Federal Reserve Bank adopt t.he plan1 the 
Beard would expect the Bar..k to restrict its application to 
employees below the rank of Assistant Cashier and v;hose salaries 
are $3 .. 000 per ann~~ or under 1 am to continue to submit to the 
Board for specific approval 1 increases in salaries above the 
classification ranges, as well as salaries of all new officers· 
and employees who are to receive pay of $2, 400 or more per annum., 
In the event of the adoption of the plan by any Federal Reserve 
Bank1 the Board would, of course1 desire that the Bank conti me 
to submit for the records of the Board as heretofore, a statement 
showing its complete organization and salaries paid as of January 
1st and July 1st of each year. 

It is believed that the present·is ~n opportune moment to 
adjust salaries on ~ permanent basis, looking to the abandonment 
of the present bonus payments. 

· Very truly yours, 

Enclosure. 

Secretary., 

~0 CH~IR¥FN OF At!, F.R. BANKS. 
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FEDERAL RESERVE BOARD 
WASHINGTON. 

TO THE EMPLOYEES OF THE FEDERAL RESERVE BOARD: 

X-1994 a 

July 1,1920. 

The Federal Reserve Board has approved1 effective July 11 1920, 

a plan of classifying its employees into grades with salary range, as 

follows: 
&lary 

SUPERVISORY: MinimU!ll Maximum 
Chief Clerk. . . . . . . . . . . 
Supply Agent . . . . . . . . . . . 
Senior Statistical Accountant ••.•. 
Chief, Gold Settlement Division .••• 
Section Supervisor • . • . . . . . . . . 
Assistant Chief Clerk . . • • . . . . . 
Federal Reserve Note Clerk • . . . . . . 
Printing and Record Clerk . . . . ... 
Chief Clerk, Division of Reports and 

Statistics • • . . . . . . . . 
Chief File Clerk • . • • • . • . . . . . · 
Librarian • . . . . . . . . . . . . · • 
General Assistant ., • • • . . . . . . • 
Statistical and Accounting Clerk . • • . 

CLERICAL: 
Office Assistant •••....•.. · · 
Stenographic Clerk . • . . . . ..... 
Technical Clerk • . • • • • . . . · · · 
Stenographer • . . . 
Clerk-Typist • • • . . . . . . . • . . 
Comptometer Operator • • . . . . . . . · 
Typist • • • . • • . . . . . . · • · 
Clerk . . . . . . . . . · . · · . · · 
Card Puncher • • • • . . . . . . . . . . 

. &1m-cLERICAL: . 
lvb.chine Operator • • • . • . . . . . . 
Chief Messenger • . • . • • . . . . • · 
Assistant Chief Messenger • . . . . . • 
Messenger • . • . . . . • . . • . · · • 
Messenger (probationary period 2 mos.) 
Junior Messenger • • . . . . • . . . . 
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As the basis for rat~ng each employee~ tha Board has approved 
the fallowing: · ·· :,;···. 

:Qualification ! 1Neight:Per Cent:Actual: 
rAttained:Weiggt: 

. . L Ability 50 : 
~. k&nlication 20 
3. Adaptability : 13 
4. Attendance 3 

: 5. Appearance 4 
TOTAL 100 : : 

On this basis1 the percentage attained by employees Shall 
determine the compensation to be received in the respective grades., 
as follows: 

R3.ting 

70-80 • 
51-85 • • • . 
86-90 
91-100 •.• 

.Minimum 
. .1st increase 

.2nd 
• • 3rd 

of 1/9 
II 
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For the purpose of administering this plan~ the Board has appointed 
the following sub-committee on staff: 

Secretary 
Assistant Secretary 
Statistician 
Chief., Divi~ion of E~min~tion 
Chief, Division of Reports and Statistics 
General Counsel .. 

It is the duty of each division chief to r~te each of his 
employees on the first of !;larch, Ju.'Yle} Septo:nber and DecetJber. 
Employees are therefore assured of a quarterly rating., and of close 
attention to their individual efforts for advancement. 
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Division chiefs may also rate particular omployees on dates ether 
than those specified. 

Recom.'Tiendations of ratings by divjs 1.on chiefs are aubmitted 
to the sub-committee on st~ffi meetin~s of which ar~ held monthly1 

or at special times when called by the Secretary. Recommendations 
growing out of such meetings are submitted to tne Executive Committee 
of the Board for consideration at the next regular meeting of the 
Board .. 

After approval by the Board of ratings recommended by the sub
committee~ each employee shall be given i~ a sealed envelope a notice 
of rating and relative standing in his or her grade. 

In considering the qualifications of employees~ the following 
elements are given weight, but these do not preclude the consideration 
of other elements wh~ch, in particular eases, rmy be deemed of g,reater 
importance. 

1. Ability - Accuracy, care, dexterity~ education .. 
experience, energy, initiative, intelligence, 
reliability~ speed. 

2. Application - Devotion to duties • 

3· Adaptability -Ambition~ cooperatio~, courtesy .. tact~ 
loy~lty, observation, interest in general 
work other than in own particular job, habits• 

4. Attendance - Regularity, punctuality, reliability. 

5. Appearance - Neatness, alertness~ 

Any employee feeling full justification therefor, shall have the 
rig,ht to file with the sub-commit tee in writing, a request for review 
of his or her rating. Such request shall rocite in detail the employee's 
reasons for ·believing the rating to be unfair. 

(Signed) W. T .. CHAPMAN .. 

Secreury. 
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1-JI'\f ... 
( \,j) 

~ DAVID F.lfOUSTI>N 

1111, p, G. HARDING, GOVIRNOI 
ALBERT STRAUSS, VICE GoVERNOR 
ADOLPH C. MILLER 

-'~ 

SECRITARY OF THE TREASURY 
CHAIRMAN 

FEDERAL RESERVE BOARD 
CHARLES S. HAMLIN 
HENRY A. ltiOEHLENPAH 

JOHN SKE~TON WILLIAMS 
COMPTROLLER OP' THE CUR1lllNC1 W. T. CHAPMAN, SECRETARY 

ADDRESS REPL.Y TO 
R-. G. EMERSON. ASSISTANT SECRITARY 

W, M.IIILAY, PliCAL AGINT 
FEDERAL RESERVE BOARD WASHINGTON 

X-1995 

Subject: Regulations. Series of i920 .. 

Dear Sir:-

The Federal Reserve ~oard transmits herewith a copy of the 
preliminary draft of 1 ts new Regulations, Series of 1920. 'l'h.is draft 
h being submit ted to all Fade r~l Re ee rve :Ssnks and to me~e rs of the 
Federal Advisory Council for such suggestions as they may care to make. 

The Regulations in the new series will amend and supersede 
the.cotrespending ~gulations no~ in effect, all of whith ~ere issued 
in 191? wi. th the exceptions of Regulation F relating ~~i. ~Thist Powers 
9f Nat1onal :Sankeh which was issued in 1919 and Regul,tlan K, relating 
to "Bankihg Corporations authorized to l:lo Foreign Dank~tig Jusi'ness. under 
the tenns ot Section 25 (a)• of the Federal Reserve .Aet" i which wae 
issued in March of the present year. 

• Regulations .A, B, and t of the new series hail~ b~~n matetia.lly 
amended. For the convenience of those interested in stUdy~g the emend
mente to theee particular Re~lati~fld mimeographed copi~s ~e enclosed 
showing the new matter in capital type .. 

. The only changes in ~gulat;ion C, relating to ~ AC~epio~es by 
Member !anka of Drafts and :B111s of hcbange'' • are the substituiion of 
the wotd "remains" for the word "is'* in the twelfth line of. tb.e i'U•at 
pa.ragra.:ph and the insertion, Mtet; t~~ ~lalitehc~ ending with the worti 
"acceptance" of a sentence reeding a.s followet 

A trust receipt whith pe~ts the cUs~omet to ha.Yt eteee\~ 
to or control over the goods will not be considered by Federal 
Reserve Banks to be "actual security' within the meaning of 
these regulations .. A bill of lading draft, however, is •actual 
security" even sf ter the documents have been released, pro

vided, that the draft is accepted by the drawee upon or before 
the surrender of the documents. 

The only change in Regulation D, relating to "Time Deposita 
and Savings .Accounts" • is the insertion of the words "which n:ust be" 
after the word "notice" and before the word •given" in the next to the 
last line of the seeOI')d paragraph rela.tina to •Tiroe Deposits, Open 
Accounts", and the insertion ot the worde •which ·the bank may at ite option 
require to be" bet·ween the word "notice" an:l the word "given" in s'Ub
divbion (e) of the last pa.ra.gral)h relatms to "Time Certificates of 
Deposit~. · 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-2-
X-1995 

Regulation H, rela.tlng to "Membership of S ta.te Banks and· Trust 
Companies" has not been changed except by OO..ding to the last sentence 
the words "and shall be made on. Fonn 105, which is made a :part of 
this regulation." 

Regulation J, relating to "Check Clearing and Collection" has not 
been changed except by the elimination of the last paragraph, nurr.ibered 
10. The Board does not think it advisable to consider at the present 
time other changes in this Regulation, although it is realized that the 
Regulation in its present form does not fully indicate the clearing 
and. collection functions now performed by Federal Reserve Banks. The 
Board believes that a more appropriate time to make further changes in 
this Regulation will "be after the litigation pending in the .Atlanta 
District has been terminated and after Congress has indicated what action 
it will take along the line of the Board's suggestion. contained in 
its letter of May 5, 1920, addressed to the Chainnan ·of the :Banking 
and ~rrency Committee of the House of Representatives. that Congress, 
by means of additional legislation, define its attitude toward the 
Federal Reserve par collection. 

Regulation K is identically the sarr.e as Regulation K, Series of 1920, 
referre"' to above as having been issued in March of the present year, 
except that the word "correspondents" has been inserted at the beginning 
of the fourth line of Topic XIV relatihg to "Deposits~. · 

Regulations E and F are identically the same e.s the corresponding 
Regulations issued in 1917 and 1919 respectively. 

The Federal Reserve Board, regards the issuance of the new series 
of Regulations as a m_atter of great importance to Federal Reserye Banks, 
member banks and the public generally. The Board will be glad to consider 
suggestions and invites those interested to give the matter c·areful study 
with a view to giving the Board the benefit of their views as promptlf as 
possible. For the convenience ot the Board in considering the. suggestions 
mad.et it is requested that the letters addressed to the Board upon this 
subject be sen.t in duplicate. 

Enclosure .. 

Yours very truly, 

Governor. 

To Governors of Fed-ral Reserve Banks, Federal Reserve .Agents, 
Meui>ers of Fe~ral Advisory Council. 
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D~ SHOWING NEW fii!ATTER 
IN CPP.IT.AtS~ 

REGULJITION fl 
Series of l~ :·r.:, 

(Supe"rseding Regulation A of 1917). 

RED I S C 0 UN T S UN DE R S E C T I 0 N 13. X-1995 

NOTES, DRAFTS, .AND BILLS OF "FXCHftNGE. 

L General St.atutory Provisions. 

ftny Federal Reserve Bank rr.ay discount for any of its member banks any 
note, draft, or bill of exchange provid-ed-
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(a) It has a maturity at the time of discount of not more than 90 d~s, 
eAclusive of days of grace: but if dravv.n or issued for agricultural purposes 
or based on live stock, it may have a maturity at the time of discount of not 
more than six monthst exclusive of days of grace. 

(b) It arose out of actual co.rnrr.ercial transactions; that is, it must be 
a note, draft, or bill of exchange wh,ich has been issued or drawn for agri
cultural, industrial, or commercial purposes, or the proceeds of which have 
been used or are to be used for such purposes. 

(c) It was not issued for carrying or trading in stocks, bonds, or 
other investment securities,· except bonds and notes of the Government of the 
United States .. 

(d) The aggregate of notes, drafts, and bills bearing the sign~ture or 
indorsement of any one borrower, whether a person, company, finn or corpora
tion redisco\mted for any one member 'bank WHETHER STPTE OR N./ITIONftL shall at 
no time exceed 10 per cent (SEE NCirE A) of the unimpaired capital and surplus 
of such bank; but this restriction shall not apply to the discount of bills 
of exchange drawn in good faith against actually existing values. 

(e) It is endorsed by a member bank. 

(f) It conforms to all applicable provisions of this regulation. 

NO FEDER.At FlEStRVE BANK 1\lltY DISCOUNT FOR .ANY ~.1EMBER ST.ATE :SANK OR TRUST 
CO"MP]INY PNY OF THE NOTES, DR~:ETS, OR :BILlS OF ANY ONE :BORROWER WHO IS LIABLE 
FOR BORR()UED MONEY TO SUCH STATE BflNK OR TRUST COMP~NY IN flN ftMOUNT GREATER 

''; TtiAN 10 PER CENT. •(SEE NarE B .. ) OF THE CJP IT~L flND SURPWS OF TH.AT STPTE 
r B.ANK OR TRUST COW .ANY, BUT IN DETERMINING THE llMOUNT OF MONEY BORROWED FROM 

SUCH STP'IE BJ\NK OR TRUST COMPANY THE DISCOUNT OF BILlS OF EXCHANGE DRllWN IN 
GOOD F.AITH .ftGfJ. NST .ACTU.AtLY EXISTING V.AUJES SHJLL NOT BE INCLUDED. 
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.ANY FEDER.~!. RESERVE l3./INY. ~lfJY MAilE JJJV .ttES TO ITS 'ME~'ffiER B~NKS ON THEIR 
~ROMISSORY NOTES FOR· .A PERIOD Nor EXCE~ING 15 DAYS, PROVIDED THAT THEY ARE 
SECURED BY NCYI'ES, DR.PFTS, BILLS OF EXCHftNGE, OR BJ,NRERS .ACCEPTJ\NCES WS:ICH JRE 
ELIGIBLE FOR REDISCOOO OR FOR PURCHASE BY FEDERJL RESERVE BJINKS. OR BY THE 
DEPOSIT OR PLEDGE OF BONDS OR NarES OF THE UNITED ST ftTES, OR BONDS OF THE 
WJIR FINJ\NCE CCRPORJlTION. . 

*Note J, .. UNDER THE 'I"'ER"MS OF SECTIO~ 11 (m) AS AMENDED BY THE 
.ACT OF MARCH 3, 1919, Ji FEDERftL RESERVE BANK MAY, 
UNTIL DECE~.OO:R 31, 1q20, REDISCOUNT FOR J.NY ~ER 
BJI~K, 1'1B'ETHER ST~TE OR rJ\TIONftL, NOTES, DR/IFTS, MID 

'.BILLS BEARING TBE SIGNJ\TURE OR INDORSEMENT OF ANY 
ONE l30RROOR IN AN ftMOUNT NOr TO EXL'EED 20 PER CENT, 
OF THE MEMBER B.ANK 1S CAPITAL AND SURPLUS, PROVIDED 
THJIT 'JIBE EXCESS OVER AND J\BOVE 10 PER CENT, BE SECURED 
BY BONDS OR NO!'ES OF THE UNITED STPTES ISSUED SINCE 
.APRIL 24, 1917, OR BY CERTIFIC.t'TES OF INDEBTEDNESS 
OF TBE UNITED STATE'S. 

*Note B. UNDER THE TER~.S OF SECTION ll (m) PS .A\1ENDED BY 
THE .ACT OF tt.ARCH 3, 1919, A FEDERAL RESERVE BAlK 
1\llftY UNTIL DECDIDER 31, 1920, REDISCOUN!' FOR A 
'MEMBER STATE B.ANK OR TRUST COMP/INY PAPER OF J\NY 
OOE BORROIER SECURED BY NO!' tESS THAN A LIKE F.AC! 
.AMOUNT OF :BONDS OR NarES OF THE UNITED STJ\TES 
ISSUED SINCE APRIL 24, 1917, OR CERTIFICATES OF 
INDEBTEDNESS OF 't'BE UNITED STATES, EVEN THOUGH 
SUCH STATE B.ANK OR TRUST COMPANY MAY .ALF.EA:OY HAVE 
LOANED TO THE :BORROWER UNDER HIS REGtJUR LINE OF 
CREDIT IN EXCESS OF THE TEN· PER CENT LIM!T DEFINED 

AtB OVE • · IF, HONEVER, THE MEMBER ST PTE B.Htt. OR 
TRUST COM!' ANY HAS LOANED TO ONE :BORRCWER IN EXcESS 
OF TltAT Tnt Pi!:R CENT LIMIT UNDER HIS BEGUt~R LINE 
OF CREDIT THE FEDERAL lm:SERVE B~NK C.AmiOr REDISCOUNT 
FOR THftT sr .ATE BANK OR TRUST COW .ANY ANY OF THE 
P JPER OF THAT BORROWER T .liKEN UNDER THAT REGULJoR 
LINE OF CREDIT BUT MAY REDISCOUNl' ~NY P JPER SECURED 
BY GOVERNMENT OBLIG.ATIONS OF THE KINDS SPECIFIED 
UP '1'0 m .AMOUNT NO!' IN EXCESS OF TWENTY PER CENT 
OF THE C.APIT.At AND sURPLUS OF SUCH STATE :B.ANK OR 
TRUST C~.ANY .. 
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ll. General Character of Notes, Drafts, and Bills of Exchange Eligible. 

The Federal Reserve Board, exercising its statutory right to define 
the character of a note, draft, or bill of exchange eligible for rediscount 
at a Federal Reserve Bank has determined that -

(a) It must be a note, draft, or bill of exchange the proceeds of 
which have been used or are to be used IN THE FtRST INSTANCE 
in producing, purchasing, carrying, or marketing goods •• 
in one or more of the steps of the process of production, 
manufacture. or distribution. (Note.) 

(b) It must not be a note, draft, or bill of exchange the proceeds 
of which have been used or are to be used for permanent or 
fixed investm::mts of any kind, such as land, buildings, or 
machinery .. 

(c) It must not be a note, draft or bill of exchange the proceeds 
of which have been used or are to be used for investments of 
a purely speculative character OR FOR THE PURpOSE OF tENDING 
TO SOME Ol'HER BORROWER. 

(d) It m~ be secured by the pledge of goods or collateral WHICH 
IS INELIGI13LE FOR REDISCOUNT, provided it, THE NorE, DRAFT, OR 
Bitt OF EXCHANGE,is otherwise eligible. 

IIi. ~pplicatign for Rediscoupt. 
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/Ill applications for the rediscount of notes, drafts or bills of exchange 
must contain a certificate of the member bank, in form to be prescribed by the 
Federal Reserve Bank, that, to the best of its knowledge and belief. such notes, 
drafts, or bills of exchange have been issued for one or more of the purposes. · 
mentioned in 11 (a), AND, IN THE CASE OF J. MEMBER STATE BANK OR TRUST COMPANY, 
.ALL JIPflLICATIONS MUST CON'N IN A CERTIFICATE OF GUARJNTY TO THE EFFECT TH.AT 
TBE :BORRcmER IS NOT tUBiiE, ftND WILL NOr BE PERMITTED TO BECOME tUBLE DURING 
THE TIME HIS PJI'PER IS HEI.D BY THE EEDER.At M:SERVE BANK, TO SUCH BJ..NK OR TRUST 
COMPANY FOR BORRmrED MONEY IN .AN .AMOUNT GREATER TH.AN THAT sPECIFIED IN l AJ)QW. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
••~. When used in this regulation the word "goods" shall be construed 

to include goods. wares, rrerchandise, or agricultural products, including 
live stock. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-4- X-1995 

IV. promissory: Notes 

(a) Definition. P. promissory note, within the meaning of this re
gulation is defined as an unconditional promise, in writing, signed by 
the maker, to p~, in the United States, at a fixed or determinable 
future time, a sum certain in dollars to order or to bearer. 

b 711 

(b) Evidence of eligibility and requirement of statements.. .A Federal 
Reserve :Sank must be satisfied by ref.erence to the note or otherwise that 
it is eligible for rediscount.. Compliance of a note with ll(b) rna¥ be 
evidenced by a statement of the borrower showing a reasonable excess of 
qlck assets over current liabilities,Bt~ F:ttURE TO SHOW SUCH AN EXCESS 
DOES Nor OF ITSELF NECESSARILY 'PmtCtUDE EUGIBitiTY. The member bank 
shall certify in its application whether the note offered for redisebunt 
has been discounted for a depositor or another member bank or wbe:thet- it 
has been purchased from a nondepositor. It must also certify whether a. 
financial statement of the borrower is on file, 

Such financial statements must be on file with respect to all notes 
offered for rediscount which have been purchased from sources other than 
a depositor or a member bank~ With respect to any other note offered for 
rediscount• if no statement is on file, a Federal Reserve Bank shall use 
its discretion in taking the steps necessary to satisfy itself as to 
eligibility. It is authorized to waive the requirement of a statement. with 
respect. to any note discounted by a. member benk for a. depositor or another 

· member bank -

(1) If it is secureq by a warehouse, terminal, or other 
siudlar receipt co~ering goods in storage; 

(2) If the aggregate of obligations of the l?orrower re
discounted and offered for rediscount at the Federal 
Reserve Bank is less than a. sum equal to 10 l?er cent· 
of the -paid-in ca]?ital of the member bank and does 
not exceed $5,000. 

· V. Drafts. Bills of Exchange and Trade .Acceptances .. 

(a) Definition - P. draft or bill of exchange, within the meaning of 
this regulation i"s defined as an uncond.i tional order in writing, addressed 
by one person to another, other than a banker as defined under B (b). 
signed by the J?erson giving it, requiring the :person to whom it is addressed .. 
top~ in the United States •. at a fi~ed or determinable future time, a sum 
certain in dollars to the order of a speeified person; and a trade acce]?t• 
ance is ·defined as a draft or bill of exchange drawn by the seller on the 
purchaser of goods sold* end accepted by such purchaser. 

*Note: fl. CONSIGm6.NT OF GOODS OR A CONDITION.6t SJ.tE OF GOODS CANNOT BE 
CONSIDERED 11 GOODS SOW" WITHIN THE MEJ.NlNG OF THI-S CLAUSE, BUT THE 
PURCHASE PRICE OF GOODS PWS THE COST OF IJ.BOR IN EFFECTING TREIR 
INST~tLATION MJ.Y BE INCLUDED IN THE AMOUNT FOR WHICH THE T~DE 
ftCCE"PT .ANCE IS DRAWN. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



.. 

- 5 -

(b) Evide nee of elit:,ibility. - A Fed';;::al Rc,serve Bank ,:]1a:i 1 bke 
such steps as it deems nec&ssary to satisfy its-slf as to the; dL,:i.bility 
of the draft or bill offerad for rediscount_.· unless it presents pn..rra 
facie evidence t~~reof or bears·a stan~ or certific~te aff)xe~ by the 
acceptor or drawer showing that it is a trade acceptance. 

· VI. Six Months 1 Agrieul tural Paper. 

(a) Definition. - Six months' agricultural paper1 viithin the me«n-
. irig of this regulation~ is defined as a note, dnft1 bill of exchange1 

or tnde acceptance drawn or issued for agricultural purposes1 or based 
on live stock; that is1 a note draft, bill of exchange) or trade acceptance 
the proceeds of which have been used, or are to be used for agricultural 
purposes1 including the breeding, raising, fattening~ or marketing of 
live stock, and which has a maturity ~t the tims of discount of not more 
than six months) exclusive of days of grace. 

(b) Eligibility~- To be eligible for rediscount six months 1 

aE,ricul tural paper~ whether a note., draft) bill of exchange or trade 
acceptance, must comply with the respective sections of this regulation 
~hich would apply to it if maturity were 90 days or less. 
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(.A) DEFINITION4 - ft Bl\NltER 1S .. ~CCE:Fr JiNCE WITHIN ·rHE MEPNINr} 0} TTI!S 
REGUL.ATION IS DEFINED .~S P DRAFT OR BILL OF EXCHANGE OF WHICH THE .ACCEPI'OR 
IS f. BAiTK OR TRUST CO'MP.toNy, OR ft FIRM, PERSON, COMP..ANY OR CORPORATION EN
G~GED GENER~LLY IN THE BUSINESS OF GRJU'ING BPl'TKERS' .ACCEPTANCE CREDITS,. 

:'!" 

(B) ELIGIBILITY. - TO BE ELIGI:BU£ FOR REDISCOtml', TITE Bitt WHICH MUST 
H.toVE ft MATURITY Nr TIME OF PUROO:ISE OF NUI' MORE THflN THREE MONTHS,EXCWSIVE 
OF DftYS OF GRJICE, MUST HPVE BEEN DRAWN UNDER J CREDIT OPENED FOR THE 'PURPOSE 
OF CONDUCTING OR SETTLING JICCOUNTS RESUtTING FROM /! TRPr-.'ISJ.CTION OR TRANS
.ACI'IONS INVOLVING PNY ONE OF THE 'FOtLOW'ING CJ.SES: 

( 1) TID~ SHIPMENT OF GOODS BETWEEN THE UNITED ST.ATES AND JlNY :B'CREIGN 
COUNTRY, OR :BETWEEN mE UNlTFD ST PTES Jl\ID JNY OF ITS DEPENDEN
C!1'!S OR INSULM~. POSSESSIONS, OR BETWEEN FOREIGN COUNTRIES. 
fllB'ILE 11' IS NOT NFCESS~RY TRPT SHl'P"OING DOCUVENTS COVERING 
GOODS I't-1 TEE PROCESS OF SRlPMENT J3E P. T"t'ACHED TO DRA Fl'S DRAWN 
For\ TRF PURPOSE OF FINANCING TBE EXPORTA'nON OR IMPORTP.TION OF 
GOODS, ,~ WHitE IT MPY Nat' BE FSSENTUt, THEREFORE, TH.AT EACH 
SUCH DRJ.Fr COVER SPECIFIC GOODS .ACTUftttY IN EXISTENCE PT THE 
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TI'ME OF .liCCEPT~CE·, NEVERTHELESS IT IS ESSENTIAL AS A PRERE• 
Q)JISITE TO ELIGIBILITY "EITHE:R TRPT .A BILL OF LADING OR DOClM!:NT.ARY 
DRAFT DRJWN UPON THE BUYER OF GOODS BE /.ITT ftCHED P.T THE TIME THE 
BPNK DRAFT IS PRESENrED FCR .ACCEPTJNCE, OR; IN THE EVENT THAT 
THE GOODS COVERED BY THE CREDIT IDVE Nor BE"W .ACTU.AtLY SHIPPED11 
THJT THERE BE IN EXISTENCE p SPECIFIC PND BONP FIDE CONTit~CT 
BETWEEN THE CUSTOMER .AND SOME INDEPENDENT THIRD PJ Rl'Y, PROViDING 
FOR THE EXPORTATION OR IMPORT.ATION AT OR WITHIN .A SPECIFIED TIME 
OF THE GOODS TO BE FINft.NCED BY THE CREDIT- IT IS NvT ENOUGH 
TH Fr TEE CUSTOMER ftGREE WITH THE BJNK TIDT THE PROCEEDS OF THE 
.ACcEPT:ANCF Witt BE USED ONLY TO FINANCE 'THE PURCH ftSE OR SHIP-
~T OF GOODS TO BE FXPORTED OR IMPORTED ~ID FOR NO OTHER ~URPOSE. 

(2) TIW SHIPMEN!' OF GOODS WITHIN 'mE UNITED STPTES, PROVIDED SHIPPING 
DOCUMmTS CONVEYING OR SECURING TITlE ARE ./lTTACHED .AT THE TI~ 
OF .ACCEPTANCE, OR . 

(3) THE STORAGE OF REPDILY MMlKETPB!E ST.APLES, PROVIDED TILl[' THE BILL 
IS SECURED Jfr THE TIME OF .ACCEPT A N::E BY .A W P.REHOUSE, TERMIN.AL, 
OR OTHER SIMILAR RECEIPT • .AND PROVIDED l!URTHEB THPT THE Bitt 
REl11lAINS SECURED Tift OUGROUT ITS tiE£ • . IN THE EVENT THAT THE GOODS 
MUST BE WITHDRAWN FROM STORME PRIOR TO THE 'MATURITY OF THE 
PCCE?T /INCE FOR DISPOSJ.t IN SOME MANNER CONTEMPL/ITING f. t!Q) IDJ
TION OF THE CREDIT, J. TRUST RECEIPT OR CJJ.'HER SUCH DOCUMENT COVER• 
ING THE GOODS liND GIVING THE B.ANK JIN EQUITY IN THE GOODS OR THEir' 
PROCEFDS MJY :BE SUBSTITUTED IN LIEU OF THE ORIGINAL SECURITY, 
PROVIDED ~ftT SUCH SUBSTITUTION IS CONDITIONED uPON /. RE.ASON~BLY 
!li~UT'E: LIQJ lDft"l'ION OF T11E CREDIT.. IN ORDER TO INSURE C()Jf.. 
'PL!JIN CE WI'm TB'IS CONDIT ION FEDERJ t RESERVE BANKS MAY REQTJIRE, 
WHEN Tl1E ORIGINAL DOCtN'Em' IS REtEJ.SED~ EITRrn {11) TF!.AT THE 
PROCEEDS OF THE GOOBS WILL BE ftP'PtiED WITHIN A SPECIFIED TIME 
TOWJFIDS J. tiQUIDJITION OF THE ACCEPT J!NCE C:REDIT OR (B) TH~ A 
NEW DOCTMNT, Sillo11IJR TO TRE OOIG!NAL ONE • Witt BE RESUBSTITUTED 
WITHIN A. SPECIFIED TIME. 
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P.NY :SILt DR.t>WN BY P. BJ.NK OR :SJNRER IN P. FOREIGN CO"%"TRY OR T!Ef1i:l\Di<;M~~ 
OR INSUL.M':t ?OSSESS!ON OF TBE UNITED ST..ATES FOR THE PURPOSE OF FUP.NISHT.:\f(,. 
DOLLAR EXCHANGE, ~S PROVIDED IN REGUT1~TION C IS ELIG:LBtE FOR REDISCOUNT 
PROVIDED TfU.T IT R.AS J. ?o.UTURITY .AT THF TlME OF REDISCOUNr OF NOT MORE THPN 
THREE MONTHS, EXCtuSIVE OF DJ.YS OF GRJCE. 

IN ORDER TO BE l!IIGI:BLE, JCCEPT.ANCES FCR ANY ONE CUSTOMER IN EXCESS OF 
10 PER CENr OF THE C.AP!T.AL .AND stJRPLUS OF TEE ACCEPTING BANK MUST REMAIN 
SECURED THROUGHOUT THE LIFE OF T!JE .ACCF.PT.JINCE \EITHER BY SHIPPING DOCUMENTS, 
WftRE'HOOSE RECEl?rS, OR Ol'HER SUCH DOCU~TS COVERING READILY MARKETABlE 
ST~PLES, OR BY SOME OTT-!ER .ACTU.AL SECURITY GROWING OUT OF THE S.llME TRPNS
.ACTION .JI.S TB'E JCC"F':'P"T1~NCE. SUCH JIS DOCUMENTftRY DRPFTS, TRADE ~CCEPTJNCES, 

. TERMINAL R'ECEil?TS, OR TRUST RECEIPTS WHICH DO NOT PERMIT THE BORROWER TO 
ll./tVE JICCFSS TO OR C0~1TROL OVER TBE GOODS. 
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MJ.TURITY .. - JIL'rHOUGH J. FEDERJL RESERVE B~NK MAY LEGALLY REDISCOUNI.' (OR 
PURCR.ASE} AN ACCEPTJ.NCE H~VING ft MATURITY OF NCTI' MORE THP.N 90 DJYS />T THE TIME 
OF DISCOUNT, EACH ~ERPL RESERVE BPNK WY DECLINE TO Rt:DISCOUNT (OR PURCH.ASE) 
~NY .ACCEPT .ANCE THE l-MTUIUTY OF W'BICH IS IN EXCESS OF THF. USUJ.L CR CtJSTOlft.ARY 
lYERIOD OF CREDIT REQPIRED TO COMPL'E'l'E THE UND~LTING TR./INS~CTION OR WHICH IS 
IN EXCESS OF TFAT PERIOD REJSONABLY NttESS;RY TO FIN~NCE THF. TR~NS~CTION .. 
SINCE TBE PUR1='0SE OF 'PERMITTING TEE ACCE?TJNCE OF DRAFTS SECURED BY WAREHOUSE 
RECEIPTS OR CYrHER SUCH DOClTME:t-.J'TS IS TO PERMIT OF 'l'HE TEMPORARY BOLDING OF 
RE~DILY MJ.REETA"BIE ST/IPlES IN STORAGE PENDING A REJSON/I~LY IMMEl>I.ATE SALE, 
SHIPMENT, OR DISTRIBUTION, NO SUCH ACCEPTANCE· SHOUlD BJ.VE A MATURITY IN 
EXCESSOF THE TIME NECESSARY TO EmCT A REASONABLY IMMEDIATE S.ALE, SHIP~NT 
OR DISTRIBUTION INTO TEE 'PROCESS OF MANUFACTURE <R CONSUMPTION. 

ACCEPTPNCE CREDITS. - WHitE J. UATION!tt BANK MI\Y PRoPERLY ENTER INTO .AN 
AlREEMENT RAVING MORE THAN SIX MONTHS TO RUN BY WHICH IT OBtiG/ITES ITSELF TO 
.ACCE'PT DR~FTS .DRAWN U'PON IT, EJCH INDIVIDU.A"L DR.AFT .ACCEPIJ.'ED UNDER THE TERMS 
OF THJlT .AGREEMENT MUST CONFORM IN .ALL RESPECTS TO TFE PROVISIONS OF THE UW 
.AND Tl!ESE RE~TIONS. NO SUCH JICCEPT.ANCE J.GREEMENT, HONEVER, SHOU!D BE OF 
SUCH J CIDRJ.CTER .AS TO IMPOSE UPON THE HOLDER OF DRAFTS .ACCEPTED UNDER THAT 
.AGREF.ME'NT, Jl'NY OBLIG.AT!ON INC~TSISTENT WITH ITS PAYMENT IN DOLIJ.RS U'PON THE 
SPECIFIED MATURITY. IN.ASMUCH PS EliCH INDIVIDUAL JCCEP'l'.ANCE MUST ITSELF CONFORM 
TO THE TERMS OF THE !J.W, NO RENEW.AL DR.AFT, WHETHER OR Nor CONTRJlCTED FOR IN 
.ADV .ANCE, C.AN BE ELIGIBLE IF JCr THE TIME OF ITS ACCEPTANCE THE PERIOD RECVIRED 
FOR THE CONCWSION OF THE TRANSACTION OUT OF WHICH THE ORIGINAL DR.AFT WAS DRJ\WN 
SHPLL H.AVE ELAPSED.. THE FEDERAL RESERVE :BO.ARD MAY BE ABLE TO RUlE IN .ADVPNCE 
.AS TO THE ELIGIBILITY OF RENEW .Itt DRJ.Fl'S. IN C.ASES WHERE IT IS PR.ACTICAB!E /IT 
TtrE TIME THE ORIGThl~L DRAFT IS DR.AWN TO FO'RETELL WITH SUBSTANTIAL CERT/1! NrY 
THE CONDITIONS WHICH Witt EXIST AT THE TIME THE RENEW.At DRAFT IS TO BE DR.AWN 
BUT IN CPSES WHERE TH.aT IS NOT POSSIBlE THE QJESTION OF THE ELIGIBILITY OF 
RENEW.At DRP'FTS M!JST NECESSftRILY DEPEND UPON THE ST.AGE OF THE TR.ANSllCTION AT 
TBE TIME THE RENEW.ftt DRPFTS ARE DRAWN. 

(C) EVIDENCE OF EtiGIBILITY •. A FEDERAL RESERVE B./INK MUST BE SPTISFIED, 
EITHER BY REFERE1CE TO TH'Il: PC("E';FFl'P'f\TCE ITSELF, OR GrHERWISE, THAT IT IS EtiGIBU:: 
FOR REDISCOUNT. THE :BILL ITSELF SHotJU) :BE DRAWN SO ~S TO EVIDENCE THE CH/l.R.ACTER 
OF THE UNDERttiNG TRftNS.ACTION, BUT IF IT IS N<Jr SO DRAWN SATI SF~CTORY EVIDENCE 
MAY COt\SIST OF f. STAMP OR CERTIFICATE AFFtxED :BY THE ACCEPTOR IN FORM S.ATl5-
FftCTORY TO THE FEDERAL RESERVE BANK.. . 
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oPEN-V.ARK'ET PURCHASES OF BILTS OF EXCR.ANGE, TRADE ./ICCFPTAt ... 'CES, 
./I}ID BPNKERS ACCEPTANCES UNDER SECTION 14. 

Hegulation B. 
Series of 1920. 

DRAFT SHOWING NEW 
~T~ER IN CP?ITPtS. 

(Superseding Regulation B of 1917~ 

'.I. General Statutory Provisions .. 

Section 14 of the Federal Reserve .Pet permits Federal Reserve Banks 
under rules and regulations to be prescribed by the Federal Reserve Board 
to purchase and sell in the open market from banks, firms, corporations, 
or individuals, bankers' acceptances and bills of exchange of the kinds 
and maturities made eligible by the ]let for rediscount, with or without 
the indorserrent of a member bank. . 

II. General Character of Bills and Acceptances Eligible. 

The Federal Reserve Board, exercising its statutory right to regulate 
the purchase of bills of exchange and acceptances, has determined that a 
bill of exchange or acceptance, to be eligible for purchase by Federal 
Reserve Banks under section 14 -

(a) ~/lUST CONFORM TO THE R"ELPTIVE ~q]IREMENTS OF REGU~TION A. 

(b) \1UST EAVE A ~lATURITY ft.T THE TIME OF PURCHASE OF NOT MORE 
THAN NINETY DPYS, EXCLUSIVE OF D.AYS OF GRJICE, BUT NEED 

. NOl'JAT THE D!SCR'STION OF THE FEDERAL RESERVE B.~, BE 
INDORSED BY A ME'tJIBF.R BPNK. 

{c) Must have been accepted by the drawee prior to purchase by 
a. Federal Reserve Bank unless it is EITHER accorrpanied and 
secured by shipping documents or by a warehouse, terminal, 
or other similar receipt conveying security title OR BEARS 
A SA'l'ISF.AcrORY BANKING INDORSEMENT. 

(d) A BILL OF EXCHANGE, UNLESS INDORSED BY A MEMBER BANK, IS Nar 
ELIGIBtE FOR PURCHASE UNTIL A SPTISF.ACTORY STATEMENT HAS BEEN 
FURNISHED OF THE FINANCIAL CONDIT ION OF ONE OR MORE OF THE 
P .ARTIES THERETO. 

A BANKERS' .ACCE'F.11' PNCE, UNLESS ACCEPTED OR INDORSED BY A MEMBER 
B.ANK, IS NCY!' ELIGIBLE FOR "PURCB:ASE UNTIL THE .ACCEPTOR H.AS FUR.;. 
NISHED .A SATISFACTORY STATEMENT OF ITS FINANCIAL CONDITION 
IN FORM TO BE A"P'PROVED BY THE FEDERAL RESERVE B.ANK AND HAS 
AGREED IN WRITING WITH I FEDER.A L RESERVE BANK TO INFORM IT 
uPON REQJEST CONCERNING TB:E TRANSACTION UNDERLYING THE 
ACCEPTANCE .. 
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DRlFT SHONING NEW 
•tAT'l'ER IN CA"PIT .~LS. 

X--l995 

Regulatiom I. 

r 716 

Series of l920. 
(Supersedi:lg Reg,.llation I of 19li) 

INCREASE OR DECREASE OF C.APIT .A L STOcK OT? FEJ..iE:R.; L RESERVE 
BANKS .AND CEEL L.ATION OF OLD .11!-.TD ISSUE C"9 fEW STOCn: 

CERTIFI CftTES. 

Increase of Capital Stoc~. 

Whenever the C'@ital stock of any Federal Reserve :Bank shall be increased 
by new banks becoming mernbbrs, or by the increase of PPID-UP capital or 
surplus of tmy member bank and the allotment of nddi tional capital stock to 
such bank, OR 'BY THE CONSOLIDATION OF A TVJE~ER :B..r'NK WITH /JNY at'HER BANK OR 
RANKS, 1IJ1EMBER OR NONMEMBER, UNDER THE CHJ\RTER OF ONE OF THE CONSOLIDATING 
~$MBER BANKS, THE CAP IT 1\L /IND SURPLUS OF THE CONSOLIDATED 'BANK BEING IN 
E~CESS OF THF. ~GGREG~TE CP'PITJ.L AND SUR"PLUS OF THE CONSOtlDP.TING MEMBER 
:BANKS, .A~ID THF /IL1.0TMENT OF /IDDITION.AL STOCK TO SUCH CONSOLIDATED BJ!NKS, 
tb6 board of directors. of such Federal Reserve Bank shall certify such 
increase to the Comptroller of the Currency on Form 5S, which is made a part 
of this regulation. SUCH CERTIFICATIONS SHJILL BE MJIDE QU.ARTERLY .AS OF THE 
FIRST DAYS OF JANUJ.RY, JPR!t, JULY JI}I"D OCTOBER OF E.ACH YE.AR. 

Decr~ase of Capital Stock. 

1. ~~enever a member bank reduces its ?~!D-UP capital stock or surplus, 
and, in the case of reduction of THE PAID-L~ capital OF P NATIONAL BPNK, such 
reduction hM been approved by the Comptroller of the Currency end by the 
Federal Reserve Board in acconiance with the provisions of Section 2! of the 
Federal Reserve Pet, it shall file With the Federal Reserve Bank of whiCh 
it is a member an application FOR THE SURRENDER .AND C.ANCEttATION OF STOCK 
on Form 6o, which is made a part of this regulation. When this ap}'lication 
has been approved 'BY THE F.EDER.At RESERVE .AGENT ~ND THE FEDERAL RESERVE 
BOARD the Federal Reserve Bank shall ACCEPT snd cancel the STOCK WliiCH THE 
J.PPLYING B.ANK IS ENTITLED TO SURRENDER .AND SHALL refund. to the member bank 
the proportionate amount due such bank on account of the STCCK cancelled. 

ii. 1'11henever a member bank shall be declared insolvent and a receiver 
appointed by the proper authorities, such receiver shall file with the 
Federal Reserve Bank of which the insolvent bank is a member an application 
on Fonn 87, which is made a part of this regulation, for the surrender and 
cancellation of the stock held by, and for the refund of all balances due . 
to such insolvent member bank. Upon approval of this application by the 
Federal Reserve Agent .AND TRF. FEDERAL RESERVE BOPRD, the Federal Reserve 
Bank shall accept e.nd cancel the stock surrendered, and shall adJust accounts 
between the· member bank and the Federa1 Reserve 'Bank by applying to the 
indebtedness of the insolvent member bank to such Federal Reserve Bank all 
cash-paid subscriptions made by it on the stock canceled with one-half of l 
per centum per month from the period of last dividend, if earned, not to 
exceed the book value thereof, and the balSllCe, if any, shall be :paid to 
the duly authorized receiver of such insolvent member bank. 
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II1. \~enever a member bank goes into voluntary liquidation and 
a liquidating agent is appointed, such agent shall file with the Federal 
Reserve Bank of which it is a member en application on Form S6, which 
is made a part of this regulation, for the surrender and cancellation 
of the stock held by ond for the refund of E'~l baltmces due to such 
liquidating member bank. Upon approval of this application by the 
Federal Reserve Agent AND THE FEDERPL RESERVE BOJnD, the Federal Reserve 
Bank shall accept and cancel the stock surrendered, and shall adjust 
accounts betNeen the liquidating n:eniber bank md. the Federal Reserve 
Bank by applying to the indebtedness of the li<pidating member bank 
to such Federal Reserve Bank all cash-paid subscriptions made by it 
on the stock canceled with one-half of 1 per centum per month from the 
period of last dividend, if earned, not to exceed th~ book value thereof, 
and the balance, if any, shall be paid to the duly authorized liquidating 
agent of such liquidating member bank. 

IV • WHENEVER ME!'IIIBER BANRS CONSOLID.IITE UND'FR THE CHARTER OF ONE OF 
SUCH B .A'N'RS, ( 1) THE 1' /1 ID-uP C.IIP !'1' .IlL JND S1JP'DLUS OF THE CONS OLID.ATED B/INK 
BEING tESS TB:.IIN 'tl1E .AGGREG.IITE P.AID-UP C/IP!TPL J!ND SURPLUS OF THE CONSOLI• 

~ DPTING ll./l~H~S • THE CONSOLID.A'tED B./INK SHP.L t 'F'IIE 11TITJI T'AE FEDERAL RESERVE 
B.IINK OF m.IICH IT IS A .MEMBER, AN /lP'PLICJ!TION FOR TnE SURRENDER AND CAN-
CELLATION OF STOCK (SEE FORM , WHICH IS MJDF P P/IRT OF THIS REGtJ-
UTION).. UPON THE .App-qQV.AL OF THIS JPPLIC/lTION BY THE FEDERAL RESERVE 
PGENT JlND THE FEDERAL RESERVE BO.AFID, THE :FEDERAL RESERVE BJNK SHALL ACCEP!' 
.ftND CPNCEL THE STOCK WHICH TEE APPlYING BftNK IS ENTITtED TO SURRENDER, 
11!-ID SB.IILL REFUND TO THE Pt>PLYING BANK TRZ PROPORTIONATE P.MOUNT DUE SUCH 
EftNK ON .ACCOUNT OF THE STOCK CPNCFL tED. 

V • !LL REDUCTIONS OF THF. C.A?ITftL STOCK OF P FEDERJ.t RESERVE B.ANK 
SPPtt, IN ACCORDANCE WITH THE PROVISIONS OF SECTION 6 OF THE FEDERAL 
RESE?VE PCT, BE CERTIFIED TO THE C01VIPTROLIEB OF THE CURRENCY BY THE BOARD 
0"6' DIRECTORS OF SUCH FEDERPL RESERVE BPNK ON FORM 59, WHICH IS W.DE A 
PART OF THIS REGTJrJTION. SUCH CER'l'IFICPTIONS SHPLL BE MJIDE QUARTERLY 
.AS OF THE FIRST DPYS OF JftNUJ.RY, l'PRIL, JULY JIND OCTO:BER OF EACH YEAR. 

CANCEtTteTION OF OLD .AND ISSUE OF NEW STOCK CERTIFICATES 
I 

WHENEVER A MEJI!iBER BANK CH.ANGES ITS Npm; OR, BY CONSOLIDJITION WITH 
PNOTHER MEMBER ( 1) B.ANK ACQUIRES THE FEDERAL RESERVE BJINK STOCK PREVIOUSLY 
HELD BY SUCH Ol'HER MEMBER BANK, I'l' Sq]ILL SURREliDER TO THE FEDERAL RESERVE 
BANK 'l'HE CERTIFICPTF. OF FEDEB.AL RESE~VE B.6NK STOCK WHICH W.AS ISSUED TO 
IT UNDER ITS OLD NJTII'E, OR WHICH V'.IIS ISSUED TO SUCH OTHER MIDI!BER BANK... THE 
CERTIFIC.IITF. SO SUR:RFND'FRED SlULL BE ENDORSED BY THE MEMBER B.ANK SURRENDERING 
IT OR BY THE M.Efii'BER BA~TK TO 'l1l1 ICR IT W/IS ORIGINALLY ISSUED AND SHJ\LL BE 

(1).. THE .GCT GF CONGRESS ENTITLED ".AN Am 'flO 'PROVIDE FOR T'HE CONSOLIDATION 
OF NATIOOAL BftNKING .ASSOCIATIONS", .AP'PROVED NOV»!BER 7. 1918, PD~! 
NATIONAL BANKS TO COESOLIDPTE ONLY WITH THE A?OROVAL OF TBE COMPTROLLER OF 
THE CURRENCY. 
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ACCOMP~NIED :BY PROPER PROOF OF THE CHftNGE OF N.Al\AE OR CONSOLIDATION. 
UPON RECEIPT 'OF SUCH CERTIFICftTE OF STOCK SO ENDORSED. TOGETHER WITH 
SUCH PROOF, TEE FEDERAL RESERVE :B.ANK SHALL CftNCEL THE CERTIFICATE SO 
SURRENDERED AND S'qALt ISSUE IN t!EU THEREOF TO AND IN THE NAME OF 
THE 'ME'I.BER :BANK SURRENDERING IT A NEW CERTIFIC~TE FOR THE NDMBER 
OF SR.ARES REPRESEN'l'ED BY TEE CERTIFICI>TE SO SURRENDERED, OR IF TEE 
~MBER 'BANK IS ENl'ITtED TO SUBRENDEF SOME OF THE STOCK V;H ICR IS 
REPBESENTED BY THE SUR>{ENDE'RED CERTIFICATE, PND .AN ~P!JLICATION POR 
THE SURRENDER AND Cft.'NCEttATION OF SUCH STOCK IS J>.T THE SA~ TINE 
MADE IN .ACCORDANCE WITH TB!S FEGtTLATION, THE NEW CERTIFIC/I.TE SHALL 
BE FOR THE NUMBER OF SHP.RES REPRESENrED BY THE SURRENDERED CERTIFI
CATE LESS THE NUMBER OF SH/IRES cmCELtED PURSUM TO SUCH APPLICATION .. 
ALl1 CASES WRE:RE CERTIFICATES OF STOCK .ARE SURBENDERED AND NEW CER
TIFICA'!ES ISSUED IN LIEU THEREOF PND IN ~~ DIFFERENT NAME SHALL 13E 
REPORTED TO THE FEDERAL RESERVE BOARD P"! THE WDERAL RESERVE AGENT • 
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Ex OPFICIO MIIMBIEJUI 

DAVID F. HOUSTON 
SICRITARY OP THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 

FEDERAL. RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

August 19.1920 .. 

719 
W. P. G. HARDING, GOVIRNOI 
ALBERT STRAUSS, VICI GOVIRNOR 
ADOLPH C. MILLER 
CHARLES S. HAll LIN 
HENRY A.IIOEHLENPAH 

Vi. T. CHAPMAN, SECRET AllY 

R. G. EMERSON, ASSIITAHT SECRETARY 

W.II,IIIUY, FISCAL AGENT 

X-1997 

Subject: Foreign Branches Open for Business 
on August 18.1920-

Gentlemen:-

It is intended to publish in the September 
issue of the Federal Reserve Bulletin a complete list 
of foreign branches of national banks and foreign banks 
doing business under agreement with the Federal Reserve 
Board, which were open for business on August 18,1920. 

It will be awreciated, therefore, if you 
will furnish this office, as soon as convenient, with 
such a list for your institution. 

Very truly yours, 

Assistant Secretary. 

all 
Sent to/National Banks having foreign branchest. 

and foreign banks doing business under agreement 
with the Federal Reserve Board. 
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IX OFFICIO MllMBI!R8 

DAVID F. HOUSTON 
SECRETARY OF 'I'HE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FED~~AL RESERVE BOARD 

\ 

720 
If. P. G. HARDING, GOYIRNOR 
ALBERT STRAUSS, VICE GIOYIRNOR 
ADOLPH C. MILLER 
CHARLES S. H.\MLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPII.\N, SECRETARY 
ADDRESS REPI.Y TO 

FEDERAL RESERVE BOARD \ WASHINGTON 
R. G. EMERSON,ASSISTANT SECRETARY 
W. M.IIILAY, FISCAL AlENT 

.August 20,1920; 
X-1998 

Subject: Tentative Program for Joint Conference. 

Dear Sir:-

There is enclosed herewith tentative program for the· 
joint conference of Federal Reserve Agents and Federal Reserve 
'Bank Governors, to be held here on October 13-16, imrredia.tely 
in 8dva.nce of the Convention of the American Bankers Associa
tion .. 

The 'Board would suggest that a. committee of the 
Governors, composed of Messrs. Morss, of Boston; Case, of New 
York; Norris, of Philadelphia; Fancher, of Cleveland; and Seay, 
of Richmond, be requested to meet a.t their early convenience 
and prepare a program for the conference of the Governors to• be 
held on October 14th, and to allot topics for the joint confer
ence in accordance with the suggestion made in the concluding 
paragraph of the enelosed circular. The personnel of this 
committee is suggested for the reason that theite five Governors 
can meet with a minimum of travel and loss of time from their 
business# It is understood that the Federal Reserve }gents 
already have a comn1ttee to work on their part of the program .. 

Very truly yours, 

Enclosure .. . Governor. 

To Gove rmrs of -.l.l F. R. Banks. 
Copy to eacb. ;T.R. .Agent. 

/ 
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August 20.,1920 ~ 

JOINT CONFERENCE OF FEDERlL RESERVE JGENTS 
~ND FEDERAL RESERVE BANK GOVERNORS, W t>SH INGTON • 

OCTOBER 13-16, 1920. 

X-1998 a 

The Board's plan with respect to the joint conference with the 
Federal Reserve /.~gents and Governors on October 13th and succeeding dqs 
is to have each body arrange its own program for separate discussion. 
while the Board will suggest a program for discussion at the joint meet
ings. The first joint meeting will be held at 10:30 or 11:00 a.m. on 
Wednesday, October 13th7 and will continue throughout the day. Thursday, 
the 14th, will be reserved for the separate discussions by the Governors 
and Federal Reserve Agents of topics selected by themselves, and on the 
15th the joint discussion will be resumed. Following is the Board's 
tentative list of topics for the joint discussions: 

I CREDIT CONTROL 

1. What are the objects sought to be attained by the policy of 
credit control in the existing circumstances? 

Is the object 

(a) To maintain or to strengthen reserves? 

(b) To stabilize the existing situation by prevention of further 
expansion? 

(c) To bring about a discriminating deflation by reducing the 
total volume of credit? 

2, Can a substantial reduction in the volUffie of credit be effected 
without injury to the legitimate business of the country and without 
curtailment of essential production· ? 

3. To what extent has one or more of these objects been attained 
in each District and in the country at large7 

721 

4. To what extent is it necessary to distinguish between the imrr.ediate 
objective of the policy of credit control and the rerr.oter objective, 
such as reduction in the cost of living? 

What is the proper conception of the "nonnal credit condition" 
which the Federal Reserve Banks should seek to bring about? 
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~! Obviously if "liquidation" or "ste.bili.ze.tionn of the existing 
credit situation are to be regarded as the ohjectives of the F~deral 
Reserve policy of credit control, e. cor..d.itior-. w:;.ieh can be regarded. as 
"nonnal" will be attained very much more c;.tdckTy than if the objective 
is a reduction in considerable amount of the to·~al volume of credit .. 

5- Methods of cred.it control. Consideration of the efficacy of 
different methods of credit control. 

(a.) Horizontal increase of rates~ especially of comrr.ercial 
rates; a canvass of the experience of banks which have put 
into effect a. 7% comrr,ercial rate. to wit, New York, Boston, 
Chicago and Minneapolis. 

{b) Progressive rate schedules starting witb:6% as a basic 
rate; a canvass of the experience of Fe~eral Reserve Banks 
of Kansas City. Dallas, St.Louis and Atlanta .. 

(c) Other methods of dealing with the situation, such as the 
implication that increased offerings by member banks will 
force higher rates or recourse to the :progressive rate; a 
canvass of the experience of the :Federal Reserve Banks of 
Cleveland, Philadelphia, Richmond and SanFranc isco. 

(d) Restricting issues of Federal Reserve notes to Federal 
Reserve Banks as a potential means of enforcing credit control; 
canvass of English experience and views. 

6. Inter-Reserve Bank rediscounts as related to the problem 
of credit control. Is the existing policy and practice with re
spect to such rediscounts satisfactory and sound.? 

(a) To effect an approxirr.ate equalization of reserves 1 

(b) .At the sa:rr.e rP.te fixed for its merrber banks by the bank 
granting the accommodation? 

Note~ When recourse was first had to inter-bank rediscounts it 
was thought that the value of a Federal Reserve :Bank's endorsement 
was entitled to recognition in the fonn of a reduced discount rate. 
More recently this idea has been abandoned and rediscount transactions 
between Federal Reserve Banks are made at the rates established for 
member banks by the Federal Reserve :Bank extending the aecomrr:odation .. 
The question now arises, however, whether a Federal Reserve Bank which 
has been able to maintain high reserves by. reducing the demands for 
accommodations from its own rr.ember banks, which are its de-positors. 
should be required to extend accommodations to member banks in other 
districts through the medium of their Federal Reserve Banks at the 
same rates as are established for their own members •. 

722 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



' 

I I. tO.ANS SECURED BY LIBERTY BONDS .6ND 
VICTORY NarES,. 

X-1968 a 

1. Is there any moral obligation resting upon any of the Federal 
Reserve Banks to establish rates lower than cornrrercial rates for 
paper of this classification? 

2. Would li~idation of loans of this class be retarded or pro
moted by the establishment of lower rates? 

3· If lower rates are deemed desirable, would it be equitable 
and practicable to have such rates app;.y to orieinal subscribers only? 

4. Should member banks' collateral notes be fully secured, taking 
market value instead of face value as a basis? 

5 .. If so·, how and when could the new po1.icJi· be put into effect 
with a minimum of friction? 

III. FEDERAL RESERVE NorE ISSUES .. 

1~ Is the note-issue policy of the Federal Reserve system subject 
to legitimate criticism? 

2. What connection is there between changes in the volume of 
credit and the volume of currency? 

3. Is there tm.y difference in relation to effect upon prices 
between the volUtte of credit and the volume of currency? 

4. Can the note-issue policy of the Federal Reserve system be 
properly charged with any important responsfDility for inflated prices, 
if so, what has been the responsibility a..'"l.d in what wey does the issue 
of Federal Reserve notes promote or assist inflation? 

723 

5· Can the accepted principles of bro~-note-currency regulation, 
applicable in normal circumstances when the commerce of the world is 
conducted on a gold standard, be safely taken as a guide in the abnormal 
circumstances now existing, when the gold standard is virtually suspended~ 
except in the United States and Japan? 

6. In connection with the policy of credit control should the 
present note·issue policy of the Federal Reserve system be changed. and 
restrictions be thrown around the issue of Federal Reserve notesl 

7. If the issue of Federal Reserve notes should be restricted, what 
form should the restriction take and what effect would different ffiethods 
of restriction have? 
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(a) Imposition of charges against Federal Reserve notes upon the 
uncovered part of circulation issued to them at a given rate, for 
example, a fixed rate of 5% or a rate varyil'lg with the comrr.ercial 
rate. 

(b) Would it be practicable to establish for each menber bank a 
so-cl!llled normal currency limit and to impose charges upon member 
banks calling for notes in excess of their limit? 

(c) Would it be advisable while contin1ing to have the Federal 
Reserve Banks PBJ all transportation charges on incoming currency, 
to have shipments of outgoing currency made at the expense of the 
consignees 1 

(d) Restriction by definition of the character of the paper accept... 
able as collateral by the Federal Reserve Agent against the issue 
of Federal Reserve notes. Should trember bar!.l:a t collateral notes 
or customers • notes secured by Government obligations be taken as 
collateral for Federal Reserve notes? 

(e) Limitation of the total volume of Federal Reserve notes by the 
Federal Reserve Board., the maximum amount be,.ng fiXed pro rata for 
each Federal Reserve Bank. (The Federal Reserve Board has statutory 
power to accept in part or to reject entirely all applications for 
Federal Reserve notes.) 

Would restriction of note issues in any cf the above mentioned ways 
opera.te to promote a better control of cr~dit, and if so, what would be 
the effect upon the commerce and business of the country? 

It is suggested that the Chairman cf the :Board of Directors of each 
Federal Reserve Barut bring this tentative prvg'("am to the attention of the 
Executive Committee and that a comnittee of the Governors confer by 
correspondence with a committee of Federal ~eaerve ~gents, and assign to 
each Governor and Federal Reserve Agent a part of the foregoing program 
for discussion. It is desirable that the p~ogram be covered fully and 
that each participant in the conference prepare carefully a paper treating 
upon the particular subject assigned to him .. 
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DAVID P. HOUITOH 
SICIITAIY OP THI TIMIUIY 

W. P. e. HARDINGI, GIOURNOR 
'725 

IDHUND PLATT, YICI GleYIRNOR 
ADOLPH C. HIL~IR 
CHARLIII I. HAH LIN 

~ CMAIIIIAM 

FEDERAL RESERVE BOARD 
HENRY A. HOEHLENPAH 

. 

JOHN SKILTON WILLIAMS 
C8MnULLII er TNI CVRIIR. W. T. CKAPIIAN, SICRITARY 

R.e.IHIRSON,AIIIITANT SICRITARY 
\7, H. IMLAY, PliCAL 1aaNT ADDRIIee RIEPI.Y TO 

PIEDJI:RAL RESERVE 80ARI) WASHINGTON 

• 

August 23, 1920. 
x .. 1999~ 

SUBJECT: FXPENSE lV!AIN T .. INE, LE~SED WIRE SYSTEM, 
FOR THF ~NrH OF JULY, 1920 .. 

Dear Sir: 

Enclosed herewith you will find two mimeograph 
statements, X-1999a and 1-1999b, covering in detail opera
tions of the uin line 1 Leased Wire System, during the month 
of July, 1920* 

'Please deposit the amount payable by your bank in 
the general account, Treasurer u. S., on your books 1 and issue 
C/D, Fonn 1, National Banks, for Credit of "Salaries and 
Expenses, Federal Reserve Board, Special Fund.", Leased Wire 
System, sending duplicate C/D to Federal Reserve Board. 

Enclosures. 

Very truly yours, 

Fiscal Agent. 

To Governors of ~ll F.R. ?~nks 
e-xc,'J:pt Chic~go • 

• 
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X-1999a. 

REPORT SHOWING CLASSIFICATION AND ~$ER 
OF WORDS TRANSMITTED OVER MP, IN T,INE OF THE FEDERAL 
RESERVE tEASED WIRE SYSTEM FOR THE MONTH OF JULY 1920. 

From: PER CENT OF 
Tar At B.ANK FISC./IL 

B~NK BUSINE§S BUSINESS{*) .A~ENCY 

:Boston 56.547 4.21 5,481 
New York 244,107 18.20 27,856 
Philadelphia 50,045 3-74 6,536 
Cleveland 103,841 1·1 10,665 
Richmond 85,636 6.J8 },886 
Atlanta 118,767 8.85 11,212 
Chicago 185,228 13 .. 80 11,128 
St. touis 117,480 8.75 8,664 
Minneapolis 45,436 3·39 6,588 
Kansas City 101,085 7-53 10,894 
Dallas 89,653 6.68 5,008 
San Francisco . 1441082 10 .. 74 10 1 124 

Total F .R. Banks 1,341,910 lOQ.CQ 118,072 
Washington 251,013 138!264 
Grand total 1,598,923 256.336 
"Percent of total 86.12 13.81 

Bank business 1,598,923 words, or 86.1~ 
Fiscal Agency business 256.336 It " 13-82~ 

Total 1,855,259 words, orlCo.oodJJ 

{•) These percentagea are used in calculating the 
pro rata share of . leased wire expense as shown 
on the accompanying stat.ereent (X-1999b). 

FEDER At RESERVE BOARD 
WASHINGTON 

August 23, 1920 .. 

W.AR 
FINANCE 

929 

23 

30 

169 
1,151 

100 
1,251 

-07 

Tar .At 

62,028 
272,892 
56,581 

114,529 
89,522 

130,009 
196.356 
126,144 
52,024 

111.,979 
94,830 

1241229 
1,461,133 

- 29tt311 
1,85 ,510 

100. 

726 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



REPORT OF EXP'ENSE 
"M.AIN LINE 

FEDiRAL RESERVE LEflSBD •IRE SYSTEM 
JULY· 1920 

' ' 
.:•-<->~Jf 

-------------~----------------------------------------------------------------------------------------------------------------------

Name of Bm k 

Easton 
lllew·York 
Philadelphia 
Cleveland · 
Richmoni 
1tlanta 
Chicago 
St~ touis 
~ir:..neapolis 

Kansas City 
Dallas 
San Francisco 
Federal Reserve 

·Board 
TC11' JIL 

Operators 1 

Salaries 

~ 220.00 
6110.00 
225.00 
500-00 
218.75 
240 .. 00 

(#")4, 114.13 
150.00 
265-54 
190-00 
150-00 
175~00 

$7,088.42 

Operators' 
Overtitre 

~ 6.00 
15-00 

'6.40 

25-00 
5o.oo 

(I) Includes salaries of operators 
Washington Office .....•.••••..• $1,989-98 

{•) Cut-in at Washington :On Richmond- _ 
Balti~ore.circuit. 

{ •• ) Credit • 

FEDEPtAL RFS'FRW :BOflRD 
WASHINGTON 

J!ugust 23, 1920. 

Wire 
Rental 

$ -

(*)50.00 

!f;7, 618..26 

Pro rata. 
Share of Payable 

Total Total Fede-ral Reserve 
-Expense Ex:pense Credits Board 

$ 226.00 $ 621.66 $ 226.00 $ J95-o6 
655-00 2, 687.48 655-00 2 ,03? )tS 

225.00 550-78 225.00 325-73 
5o6.4o 1,142-93 so6.4o 63G.~3 
268.75 942-09 268.75 . 673.34 
240.00 1,306 .. e2 240.00 1,066.32 

( #)4. 139-13 2,037.-76 4.139-13 2,101.)7(**) 
200.00 '1,292-05 200-00 1,092-05 
265.54 500-58 265-54 235-04 
190-00 1,111-91 190.00 921-91 
150-00 986 .. 39 - 150.00 836·39 
:P5 .oo - 1,585-90 175-00 1,410-90 

7,568 .. 26 
$14,766.35 $(,240.82 $9' 626.90 . ~14,809.08 

42 ·13{&) 2, 10L ~]('aJ}_ 
!t14, 766.35 $7,525.53 

{@) Amount reirrbursable to F. R. Bank of Chicago 
account payrr.ent in excess of prorata. share. 

(&) Amount received from War Finance Corporation 
covering business for the month of June. 

1 
I 
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lEX OPP'ICIO MIEMII•M . - W. P ••• HARaJNG, GOYEJtNOR 

EDMUND PLATT, VIC! &eYI.RKOR 
ADOLPH C. MILLER 

DAVID F. HOUSTOH CHARLIIS I. HAMLIN 

SICIJITABY OP' THI TIUISUitY 
CHAIRMAN FEDERAL RESERVE BOARD 

HEIIIIY A. MOEHLENPAH 

~OHM SKELTON WILLIAMS 
CeMPTI.LLIIJ C>F THE CURRIHOY 

ADDRESS RE"'LY TO 
FBDERALRESERVEBOARD 

WASHINGTON 

August 23, 1920. 

SUBJECT: Report of Currency Operations. 

Dea.r Sir: 

W. T. CHAPMAN, SBCRETARY 

R. G. EMERSON, ASSiSTANT SECRETARY 

\"1. M. INLAY, FISCAL Afili:NT 

X-c:COU 

In order to assist the Banks in the preparation of their 
monthly reports on currency operations requested in the Board's 
letter of August l0th1 X-19921 the Board has amplified several of 
the captions of accounts on this form and is having a new supply 
printed~ containing these changes; which will go forward to you in 
the course of the next week or ten days. In order that you may be 
advised of these changes immediately to assist you in the compilation 
of your records in connection with the rendition of this report 1 

there is given on the attached sheet a list of the captions of 
accounts in the order in which they will be shown on the revised 
F. R. B. Form 160. 

It will be noted that the caption "Recaived by Bank during 
report period" has been changed to read ".Rece~ved and counted by 
Bank during report period". It is intended that reports on Form 
160 will 'only include currency actually counted during the report 
period. The Board desires that each Federal Reserve Bank render 
with its report a separate statem~nt showing the total amount of 
unsorted currency on hand which should agree with item B.\RK on 
Form 34~ and, in case it is the pra~tice of any bank to estimate 
by kinds its unsorted currency on hand the Board will appreciate 
receiving this information also. 

'r'' 
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- 2 -
X-C::OOO 

As stated in its letter of August lOthi teferred to 
above, the Board desires a separate report giving ihe operations 
of each kind of paper currency, as follows: 

Feder3.l Reserve notes, 
Federal Reserve Bank notes, 
United Sta t.ee, notes, 
Silver certificates, 
G·old certificates, 
National Bank notes. 

As it was thought most desirable to have one form to be 
used in reporting operations in all kinds of currency rather than 
separate forms, it will be apparent that Form 160 mast not be in
terpreted literallyQ 

Very truly yours, 

Assistant Secretary • 

To all Chairmen • 
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X-2000-a.. 

BALANCE ON HAND LAST REPORT DATE •••••••••••••••••• :.192 ••.• 

Comptroller of Currency- New ••. 
Subtreasuries- New •••••.• 
F. R. Agent New .••.•..•. 

fl 

Vault of 
If• 

" 

F. 

Fit for use ••••••••.. 
Unfit for use ••••.••••. 

R. Bank New ••••.••••. .• 
Fit for use •••••.• 
Unfit for use.~··· 

Total •••••••• 

. ...... 
.. "'" ...... 

RECEIVED AND. COUNTED BY BANK DURING REPORT PERIOD: 

Fit for use •••.•••.•...• ;.
Unfit for use ••••••••••.•• 

Sub-total ••••••...• 
New .................. . 

Total Receipts ••••• 

. ... 

. .... 

. .. 

Sent to u. 
F. R. notes 

s. Treasury for redemption •••....•••••• 
returned to Agent: 
" Fit for use ••••.••••• 
II Unfit for use •••••••• 

TotaL ..... 

PAID OUT BY BANK DURING REPORT PERIOD: 

New ••••••• .............. 
Fit for use ..•••. . .. . . . . . . . . . . 

Total ••••••••.• . ... 
BALANCE ON HAND ••••.•.••. . . . . . . .. " .............. . . . • . . . . . ·192 •••. 

Currency -New ••• Comptroller of 
Subtreasuries- New •••• 
F. R. Agent New ••.••• 

. . .. . . . . . . . . . . . . . . . . . . .. ... 
"tt 

" Vault of 
" 
" 

Fit for ase •••••••..•.....•.. . ..... 
Unfit for use ••••••. 

F. R. Bank Ne"Mv • ••••••••• : 
Fit for use ... 
Unfit for use. 

11 •••••••••••• . .............. . 
Total . ................. ,. .......................... . 
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FEDER At REs E R v E :s O.A R D 

STATEMENT FOR THE PRESS. 

For immediate release. 

X-2001 

Jlugus t · 2 6,1920 

In view of conflicting interpretations of the attitude of the 

Federal-Reserve System with respect to credit, Governor Barding this 

afternoon stated that the Federal Reserve Board. and the Federal Reserve 

:Sanks are adhering consistently to the policies outlihed on frequent 

.occasions during the past year, and there is little to say except to 

reiterate statements already mad.e. The Federal Reserve :Board has never 

undertaken to classify any business or industr,y as essential or no~essential, 

and does not intend to do so • 

. Iii a statement( published immediately after. the conference last 

Mey- with members of the Federal Advisory Council and the banker directors 

of the Federal Reserve Banks the policies of the Federal Reserve System 

were fully explained. The Board is convinced that these policies are wise 

and salutary, and is confident that results will demonstrate their soundness • 
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Fonn of Agre~nt re~ired by the Feder~l Regerve 
B~rd of Foreign ~nking Corporations as a Condi
tion precedent to the Purc~se of their Stock by 
NQ.tiorw.l B9nks u:ld.er the Provisions of Section 25 
of the Federal Reserve Act. 

In order to enable you ..md other corpor~tions of the S.ii.tte 
character to cowpete effectively in foreign countries. it is 
necessary tbJ.t la.titude be given in the development of business 
abroadt ~nd the Bo.ii.rd believes that, for the present at least, 
restrictions should not be rigid or too much in detail, and 
tb3t it is desirable to prescribe only general rules for your 
guidance. As occasion required, the BOd.rd will lllodify its re
gulca.tions in such n.ra.nner a.s e:x.p.erience nay prove. to be necessary. 

13. POWERS: 

1. In the United States: 

a. Deposits: It is clear t~t in order to avoid c~etition in 
the matter of receiving deposits with national banks and st4te 
banks, which do not en.J oy the wide :powers which yoa zuust ne
cessarily possess in order to coi~~>ete successfully in foreign 

. countries, you should not be per,[ljitted in the United States 
to receive individual deposit accounts or domesUc b~ ex
clldnge or collection accounts. You will be permitted, however, 
to receive any deposit which is incidental to, or for the 
purpose of, carrying out transactiOns in foreign countries 
or dependencies of the United States, where you have estab
lished agencies, branches, or business connections. Deposits 
of this ch;3.rac·ter ma.y be made by individuals, firms, c or:pora
tions or banks, whether foreign or domestic. and· may be tilt.e 
deposits O'r on de~nd. 

Reserves! It will be required that, against all such deposits 
received in the United St~tes, you lli:l.inta.in a reserve in the 
amount required by law against such deposHs of IUember banks 
locat~d in centr~l reserve cities. The Feder~l Reserve Banks 
are authorized, for p~oses of clearing or collection, to 
receive deposits from non-roe~er bcmks~ and your reserve 
against domestic deposits may be maintained by opening a 
clearing ~count with the Federal Reserve Bank of your district, 
where an adequate balance uay be carried by you. .. 

b. Accept~es: 

732 

• In tha wattcr of a.ccepta.r..:e of drafts and bills of excbange, 
the Board ~s concluded that you should be authorized to accept 
for all transactions permissible to rue1uber b~ Wlder the pro. 
visions of th~ Federd.l Reserve Act. provided thCLt· you mcike no 
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acceptance for account of any one drawer in en amount aggregating 
at any time in excess of ten :per centum of your subscribed capital 
and surplus, unless the transaction be fully secured, or repre
sents an exportation or importation of merchandise and ~s guaran
teed by a bank or banker of l.mdoubted solvency; and provided that 
whenever the aggregate of your acceptances outstanding at sny ti~e 
(n) exceeds the amount of your subscribed capital and surplus, 
fifty per centum of all acceptances in excess of such amount shall 
be fully secured, or (b) exceeds twice the amount of your subscribed 
capital and surplus, all acceptances outstanding in excess of such 
amount shall be fully secured, whichever of said two requirements 
shRll call for the smaller amount of secured acceptances; and pro
vided further that in no event shall the aggregate of all your 
acceptences outstanding. plus the total of ell deposits he1i by 
you, whether foreign or domestic, exceed twelve times the amount 
of your subscribed capital and surplus, except with the approval 
of the Federal Reserve Board. 

Reserves! 

It must be understood, furthermore, that against all 
acceptances which mature 1n thirty days or less a reserve 
of at least fifteen per centum shall be maintained, and that 
against all acce_ptances outstanding which mature in more than 
thirty days a reserve of at least three per centum shall be 
maintained. Reserves against acceptances must be in liquid 
assets of any or all of the following kinds: 

1. Cash 
2 .. Balances with other banks 
3· Bankers • acceptances; end / or 
4. Such securities as the Board mB¥, 

from time to time, J;:e rmit .. 

2. In foreign countries: 

You are authorized to accept deposits of any kind from banks, 
individuals and corporations in foreign countries, and generally 
to exercise such powers and to do such things as are incidental to 
banking conducted in the countries and dependencies in which you 
may transact business. The Board assumes however that in the 
matter of receiving deposits, making loe.ns, and in all other 
business conducted in foreign countries, you will be guided primarily 
by the laws of those countries end by sound business jud..gment and 
banking principles. While the Board will not require you to carry 
abroad cash reserves against deposits abroad, should it appear at _ 
any time that your business methods are such as to afford insuffi
cient protection, the Boa~ will formulate such restricting regula
tions as may be proper in the circumstances. 
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C. REPORTS AND EXAMINATIONS: 

1. You will be required to make two reports annually to the Federal 
Reserve Board. covering such details as may be prescribed. 

2. You will also be subject to such examinations as the Board may 
order. these examinations to be made either by employees or agents 
of the Board or of the Federal Reserve Bank of your district • 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



•. 

. ,t 

X-2003a 

TOPICS SUGGESTED BY THE FEDERAL RESERVE BOARD FOR DISCUSSION AT 
THE MEETING OF THE FEDERAL ADVISORY COUNCIL 

SEPTEMBER 20, 1920. 

I. CREDIT CONrROL 

1. What are the objects sought to be attained by the policy of 
credit control in the existing circumstances? 

Is the object 

(a) To maintain or to strengthen reserves? 

(b) To stabilize the existing situation by prevention of 
further expansion? 

(c) To bring about a discriminating deflation by reducing the 
total volume of credit? 

2. Can a substantial reduction in the volume of credit be effected 
without injury to the legitimate business of the country and with
out curtail~nt of essential production? 

3.. To what extent has one or mre of these objects been attained in 
each District and in the country at large? 

4.. To what extent is lt' necessary to distinguish between the imnediate 
objective of the policy of credit control and the remoter objective, 
such as reduction in the cost of living? 

What is the proper conception of the "normal credit condition" which 
the Federal Reserve Banks should seek to bring about? 

~: Obviously if "liquidation" or "stabilization" of the existing 
credit situation are to be regarded as the objectives. of the 
Federal Reserve policy of credit control, a condition which 
can be regarded as "normal" will be attained very much more 
quickly than if the objective is a reduction in considerable 
amount of the total volume of credit. 

5· Methods of credit control. Consideration of the efficacy of different 
methods of credit control. 

(a) Horizontal increase of rates, e.specially of cOmmercial · 
rates; a canvass of the experience of banks which have 
put into effect a 7% commercial rate, to wit, New York, 
Boston, Chicago, and ~inneapolis. 
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(b) Progressive rate schedules starting with 6% as a basic 
rate; a canvass of the ex~rience of Federal Reserve Danks 
of Kansas City, Dallas, St. Louis, and Atlanta. 

(c) Othet methods of dealing with the situation, such as the 
implication that incteased offerings by rrember banks will 
force higher rates or recourse to the progressive 'rate; a 
canvass of the experience of the Federal Reserve Banks of 
Cleveland, Philadelphia, Richmond, and San Francisco. 

(d) Restricting issues of Federal Reserve notes to Federal 
Reserve Banks as a ~otential means of enforcing credit 
control; canvass of-English experience 3Ild views. 

6. Inter-Reserve Bank rediscounts as relo.ted to the problem of credit 
control. Is the existing policy ~d practice with respect to such 
rediscounts satisfactory and sound? 

(a) To effect an approximate equalization of reserves? 

(b) ftt the same rate fixed for its member b~ks by the bank 
granting the accommodation? 

~ When recourse was first had to inter-bank rediscounts it 
was thought that the value of a Federal Reserve Bank's 
endorsement was entitled to recognition in the form of a 
reduced discount rate. More recently this idea he.s been 
abandoned end rediscount trens~ctions between Federal Re
serve Banks are m~de at· the rates established for member 
banks by the Federal Reserve Bank extending the accomrnoda.
tion. The question now arises, however, whether a Feder~l 
Reserve Bank which has been able to rr.aintain high reserves 
by reducing the demands for accommodations from its own 
member banks, which are its depositors, should be re~uired 
to extend accommodations to member banks in other Districts 
through the medium of their Federal Reserve Bt>nks at the same 
rates as are established for their ov<m rrembers. 

II. LOANS SECURED BY LIBERTY BONDS ftliD 
VrCTORY NOTES. 

1. Is there any moral obligation resting upon ~y of. the Federal Reserve 
B~s to establish rates lower than co!!liD3rcia.;l rates for paper of 
this classification? 

2. Would liquidation of loans of this cle.ss be retarded or promoted by 
the establishment of lower rates1 

3· If lower rates are deemed desirable, would it be equitable and 
practicable to have such rates apply to original subscribers only? 

4. Should member banks 1 collateral notes be fully secured, taking 
market value instead of face value as a basis? 

5· If so, how and when could the new policy be put into effect with 
a minimum of frictionl 
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TIL FEDERAL RESERVE NOTE ISSUES .. 

1. Is the note-issue policy of the Federal Reserve System subject 
to legitimate criticism? 

2. What connection is there between changes in the volume of credit 
and the volume of currency? 

3· Is there any difference in trcelation to effect upon prices between 
the volume of credit and the volume of currency? 

737 

4. Can the note-issue policy of the Federal Reserve System be properly 
charged with any important responsibility for inflated prices, if 
so, what has been the responsibility and in what way does the issue 
of Federal Reserve notes promote or assist inflation? 

5. Cen the accepted principles of bank-note-currency regulation, 
applicable in normal circumstances when the commerce of the world 
is conducted on a gold standard, be safely taken as a guide in the 
aQnormal circumstances now existing, when the gold standard is 
virtually suspended, except in the United States and Japan? 

6. In connection with the policy of credit control should the present 
note-issue policy of the Federal Reserve System be changed and . 
restrictions be thrown around the issue of Federal Reserve notes? 

7· If the iss~e of Federal Reserve notes should be restricted. what 
form should the restriction take and what effect would different 
methods of restriction have? 

(a) Imposition of charges against Federal Reserve notes upon 
the uncovered part of circulation issued to them at a given 
rate, for example, a fixed rate of 5% or a rate varying with 
the commercial rate. · 

(b) Would it be practicab-le to establish for each member bank a 
so-called normal currency limit and to impose charges upon 
member banks calling for notes in excess of their limit? 

(c) Would it be advisable While continuing to have the Federal 
Reserve Banks pay all transportation charges on incoming 
currency, to have shipments of outgoing currency made at 
the expense of the consignees? 

(d) Restrictions by definition of the character of the paper 
acceptable as collateral by the Federal Reserve Agent 
against the issue of Federal Reserve notes. Should member 
banks 1 collateral notes or customers t notes secured by 
Government obligations be taken as collateral for Federal 
Reserve notes? 
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(e) Limitation of the total voltmoo of Federal Reserve hotzs 
by the Federal Reserve Board 1 the max:i.mum e:mount bei:r1.g 
fixed pro rata for each Federal Reserve Bank. (The F·:~de ral 
Reserve Board has statutory power to accept in part o:r ·"o 
reject entirely all applications for Federal Reserve notea.) 

Would restriction of note issues in any of the above mentioned 
'1Vays operate to promote a better control of credit, and if so, 
'IVhat would be the effect upon the comnerce and business of the 
country? 

It is respectfully suggested that the President of the 
Federal .Advisory Council assign to each member of the Council a 
part of the foregoing program for his special study and considera
tion in order that each member may come prepared to discuss the 
particular topics assigned to him. Pt the conclusion of the 
individual discussions a ~neral discussion should follow. 
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FEDERJ.I, RESERV.E~ Buf.lnD 

ST.ta'EVJ!"l-!T FOR TBE 1'RES2. 

For release in morning papers, 
Wednesday, September 1,1920. 

The following is a review of general busines::::. 
and financial conditions throughout the seve ra·t 
Federal Reserve Districts during the month of 
Au~at,as contained in the forthcomipg issue uf 
the Federal Reserve Bulletin, 

Continued readjustment of economic and business conditions generally 

has been the characteristic feature of the month of August. There are 

already indications that the transition period is r.earing a halt and that 

an improvement of the general situation is in sight. Nevertheless, there 

is still much to be done before businessr prices, and industry can be 

regarded as having settled down upon a stable basis. In manufacturing 

districts Federal Reserve ftgents report dullness of business accompanied 

by unusual reaction and hesitation on the part of middlemen ond dealers. 

This is the result of reaction among consumers who have refused to pay 

excessive prices and of sme tendency to unemrloyment in various directions 

739 

due to the letting down of dem?nd. In the agricultural regions the promising 

crop prospects h~ve given a much more hopeful turn to affairs and have 

tended to minimize the broader ~uestions of price adjustment, money rates,and 

• indus trial unrest. In those parts of the country the parurr,ount idea is 

produetion u~on a large scale accompanied by improvement of transportation 

and better labor co:n<Htions. VJbere the processes of distributing and 

fin~cing ere more i~port::;nt, tbe -pros pee t of irnprovertent is less imrrediate, 

although fundamental conditions · r,; s lo!Ti'ly improving a.'1d the underlying 

business situation 'i.s usua.ll.f ,lescribed as sound. Prices still show a 

tendency to fall, and. for the montt1 of August the Eo2.rd 1s index number of 

wholesale prices h<=~s shown a reduction of seven points~ \Vhile differences 
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were noted between the indexes of same of the price-reporting agencies 

early in the year, there is now prOctical uniformity, although some 

show greater or more rapid declines thnn others. 

In District No. l (Boston) business conditions generally have been 

characterized by "dullness to a degree rather more than usual," a fact 

Which is assigned to the 11 wide-spread ~d undoubtedly heavy liquidation* * * 

on the part of merchants" with the result of cancellation of orders and 

"almost universal curt~ilment of production" by esta.blisl:J!nents engaged 

in producing wearing apparel. The effect of the situation has been modified 

by the fact that rea.o'tion has been so closely rest ric ted to a particular 

field. Retail merchants show great caution. 

In District No. 2 (Ne\V York) it is found that "the ferlod from July l 
• 

to Jlugust 20 has been one of shifting credit, but •vith no substantial 

ch:lnge in the volume of bank loans. 11 The number of banks borrowing from 

the Federal Reserve Bank has decreased from 380 early lAst November when 

the discount rate was raised, to 313 on August 1 of this year. "Manufac-

turers and merchants have at last realized that the period of constant 

expansion * * * hP.s about reached the limit of its possibilities". As 

to the price situation, the opinion is expressed that "while some prices 

were increasing am many remained stable, so large a nurriber of important 

commodities have declined" as to indicate that 11 Nith further credit 

inflation checked * * * natural laws are once more operating." 

In District No. 3 (Philadelphia) prices in textiles, leather and 

shoes continued to d_rop and the same is true of cloths and clothing, while 

there seems to be some ground for fer;~.ring a recurrence of labor unrest. 

Slight improvement in transportation is encouraging, but inadequate. Retail 

trade s;hows a favorable prospect. 
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In District No. 4 (Cleveland) the demand for fU."lds is s t~ ll h> -vJ 

collections :<'re somewhat va.riable, but "satisfo.ctory vhen 8-ll circur.1st.mcBs 

are considered", and lake trade ore movement md.. conl shiprent s are im-

proving. 

In District No. 5 (Richmond) the outstanding fer:ture of the informa

tion received by the Roserve J3ank is "optimism ~tnd confidence in the basic 

soundness of general conditions." It is nevertheless admittedly hF~rd to 

specify definite developments which justify this confidence. Manufacturers 

are receiving insufficient orders to keep them running stendily in all 

cases, but they are taking a more hopeful view~ 

In District No. 6 ( Ptl~ta) improvement in crop prospects <Vhich was 

so strong a factor during July has been somewhat offset by reaction in 

.August. "Prices are moving downward. Some wholes.elers show reductiuns in 

sales but retailers report an increese of 16.3 per cent in net sales~ On 

the whole, the position is hopeful. 

In District No. 7 (Chicago) "caution rules in business." Retailers 

have found limits in the popular purchasing power md business is "slowing 

up a littlen with the net result of "a. waiting attitude."" Dearth of liquid 

ca.pitaln is largely responsible for the situation. 

In District No. 8 (St. Louis) "the volume of trc.de holds up well as 

contrasted with the corresponding period last season and to date there 

has been no marked decline in the purchasing power of the public." There 

is evidence of "more definite Pnd significant steps in the direction of 

readjustment than has been observed up to this time." Gre~ter optimism 

and a gre~ter disposition to eccnorr:y and caution .?re observed both among 

the public end among rr;erchants. Crops are large ond prices for them are 

high~ 

In District No. 9 (Min.'1e8polis) 11 the slowing up of business which was 

noted during June has been offset to a considerable extent during July 
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by the rising tide of business confidence." Eowever, "stringent money 

conditions prevai 111 e-nd "liquidation of merchandise has progressed very 

slowly." Some food prices have fallen. There he.s bean no shortage of 

labor to h~ndle the crop. Transportation conditions * * * are the 

keystone to the business" side of agriculture. 

In District No. 10 (Kansas City) business men Nsee no cnuse for 

serious apprehension on account of*** price adJustment 7 money'tight

ness or industrial unrest." They have produced this year the largest 

all-round crops of food products in history and believe that_ improvement 

of transportation· and the rapid move~nt of the goods to the consumer is 

the urgent need of the case~ 

In District No. 11 (Dallas) favorable factors, include "further 

improvement in the condition of crops and ranges; increese in volume of 

wholesale and retail trade; increase in building activity; increase in 

fann granaries for the storage of wheat awaiting shipment; and improved 

movement e..nd supply of freight cars.~~~ P,s against these desirable factors 

there is noted "excessive re.ins in the cotton belt, conducive to de:preda.

tions of insects; further inflation of credit; increPse in business 

failures; depression in demand for products of the livestock industry; 

~d shortage of labor for harvesting cotton." Trade has reacted well from 

seasonal dullness, but it is believed that ''the margin of surplus income 

from :production this year will not be sufficient to support any radical 

expension of industry and cOI!lr!:erce" in the year 1920-21. 

In District No. 12 (SenFn.mcisco) it is reported that "favorable 

growing conditions during th2 f:CSt month h~~ve improved the prospects for 

good crops in all sections* **except some of the dry farming sectio-as.rt 

t~bor is well employed ~d only one considerable strike is in progress~ 
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Harvesting is progressing satisfactorily with fairly ade~uate labor, 

but car short<>.ge is :present. 

The agricultural situation has during the month of August reached 

a point at which returns can be counted upon ''i th much more certainty 

then heretofore and the outlook has continued to be in the main favorPble .. 

In District No. 9 (JI!J.nne".rpolis) the Federal Reserve Bankts ovv-n estimate 

of crop yield sho'Vs much larger production of wheat, oats, barley~ and 

flax than in 1919 1 vvith rye only a little behind last year's. There is 

"a total production of 610,000,000 bushels of small grains as compared 

with 421,000,000 bushels in 1919. The com crop prediction of 245 .• 400,000 

bushels on .August lst is about 3,000,000 bushels better than a year ago .. n 

In District No. 10 (Kansas City) the situation is equally favorable. "All 

743 j' 

in all, the re-ports now show that 1920 is one of the best, if not the very 

best, crop in ye,.,.rs." The Bank is disposed to believe that the Govern

ment's estimate of 261,226,000 ·bushels of wheat as compared with 301,000,000 

bushels last year is too low, while oats will be hardly less then 200,000,000 

bushels and corn has made remarkable :progress, the estimated yield now 

being 4SJ,COO,OCO bushels. Other crops are in excellent condition> 

especially hay. On the Pacific Coast the total estimated yield of ·.vheat 

is a little under 100,000,000 bushels for the district, as compared with 

101,000,000 bushels in 1919. Corn, oats and hay show good advances over 

1918 8nd 1919. 'T'he hop crop is much larger than last year and 75 per 

cent of it has been sold. \~ile the deciduous fruits on the Pacific 

Coast are expected to be gre:::.ter than was anticipated. In the Ps.cific 

Northwest the yield of apples is estimated at 25,500 carloads as against 

32,600 carloads in 1919. In the :niddle w·est, District No. 7 (Chicago) 

reports that crops "promise well ,vith indications for a larger 

:production than a year ago in e.ll excepting wheat .. " 
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Accompanying the generally fa·:or~fole J·.~l.y cut:.cok fc.•r cctton '!'as a 

decrease in price. In District No. ll (DallaG) the "cotton responded 

wonderfully to the best, Jv.ly weather th2t the a or-. ha.s enj c~'ed. for 

several yenrs,n but subse'luent excessive rains are cond~.1cive to depre-

cUi tic,ns of insects. This is reflected in the figures of condition on 

July 25 as against Jur.~ 25. while the Feder?~ Reserve Bank 1s own detailed 

survey of counti.es as of August 1 seems encouraging. District No. 6 

(Atlanta) reports the condition ~f cotton not very different in July 

from that of June Pnd states that the boll-weevil is now present·in 

practically all of the cotton counties of Georgia. While the Florida 

cotton crop has improved slightly, that of Louisbna. has deteriorated• 

but the Mississippi and Tennessee crops show improve~ent. As for August 

developments • 11 the reports of damage by excessive rains during the first 

two weeks tn August h::we been sorrewha.t discoureo.ging." 

In livestock, District No. 11 (Dallas) reports thnt ranges are in 

.fine condition; the stock itself being "prime" end the situation generally 
In 

favorable.: District No. 10 (Kansas City) fine pasturage has tempted many 

'growers and. feeders to hold their stock, and car shortage has tended to 

accentuate the same situation. 

The movement of agricultural products to market is stiJ.l affordiDg 

the basis for more or less renxiety and uncertainty. There hes been im-

provement tn railroad conditions. but it has been ic~ufficient. Jn 

District No. 9 (Minne<tpolis) the agitation fer empty cars suitable for 

grain has brought substantial n~sults, 'bt\t not all th~t had been expected. 

Receipts of empty grain c.:·.rs fo:· tt.e five weeks c::1.di:1g July 3 averaged 

1,629 cars per week or 35 f>':r ey:.nt of those ord.ere·J .. sent) while in the 

four weeks ending .Aug"..lGt 1 the weekly average was 2.421 cars or 53 per 

cent. "This improverr:ent of BOO cars per week is encouraging, although , 
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not sufficient to meet the needs of moving the new crop." Total 

grain receipts during July, 1920, are re:p:>rted by the Minneapolis 

Chamber of Commerce as about 10,000,000 bushels, while shipments 

\vere 8,061.000 bushels. On the whole there has been an increase 

of about 10 per cent in the receipts and a. decrease of about 17 per 

cent in the shi:pmer .. ts. a.s compared with JUJ.Ae, while·there is a decrease 

of about 5 per cent in total receipts and shipments of flour for the 

same :period. The amount of wheat 1n terminol elevators in Minneapolis 

and Duluth on July 31 we.s 2,14-5.000 bushels, as against 912,000 bushels 

on the corres:ponding de.te a year ago.. In District No. 10 (Kansas 91 ty) 

the movement of grain to the narkets of the District has been in greatl.J 

reduced volume as cOJnllS.red "rith a year ago, notwithstPnd.ing larger 
I 

cro:ps.. During July, 1919, receipts of grain and flour at ltansas City 

were 13,841,550 bushels, but for July, 1920, 6, 770,250 b\lS'hels .. 

Shipments in July, 1919 were 3,132,000 bushels am in July, 1920# 

4, 498,000 bushels. Figures of July receipts end shipments at Omeha, 

St.Joseph, and Wichita. and Oklahoma City were less than a year ago 

by 4o to 6o per cent, due to the car shortage. It is no·.,.. thought that 

it would be better for the grower to provide storage for himself end 

to dis tribute the marketing of grain over a longer period. Gr~in markets 

during the month have been active. l'rices declined substantially at 

~inneapolis during July and the early part of August, while a.t lsnsas 

City "there were sensational declines in prices. 11 This is ascribed to 

"favorable cro:p reports." Reports from mills representing 75% of the 

flour :producing capacity of the Minneapolis District show operations 

t:~.t 44.$ of full capacity during the four weeks ending July 31, as 

compared with 46.~ in the four weeks ending July 3, and 40.5% one 

ye"'r ago. Recent t:tade re-ports indicate sales are still small though 
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inquiry is fairly large. 

Livestock 'Prices also show a downwc.,rd drift in s orr::e brcnches: 

Minne ~ olis reporting subst:"ntia.l reductions in beef prices and a 

moder~te reduction in lambs. Receipts of cattle 3nd calves at fifteen 

principal markets during July were 1,188,019 heed, as compared with 

1,290,265 head during June and 1,527,881 head during July, 1919, the 

respective index numbers being 118, 128 and 152. Receipts of b~gs 

amounted to 2.115,639 head during July~ corresponding to an index 

number of 92, as compared Nith 2,746,390 head during June and 2,411,539 

head during July, 1919, the respective index numbers being 125 and 110. 

Receipts of sheep fer July '1Vere 1,301,458 head as compared with l,C06,528 

head during June and 1,558,767 heed during July, 1919, the respective 

index numbers being 95, 74 and 114. District No. 10 (Kansas City) 

"' re-ports thAt 11 the July movement of livestcck to the six markets of this 

District was 8 per cent less in volume thr-tn in June and 23.5 per cent 

less than in July. 1919. A total of 1,459,891 animals were received 

at the markets during the month, as against 1,586,193 in the previous 

month and 1,909,890 in the corresponding month last year. A large part 

of the losses in receipts was on hogs. 

The heavy declines indicated) especially in the movement of cattle, 

calves, and sheep, are generally attributed to the smaller movement from 

areas affected by the drought at this time last year. 

An important situation has developed in connecti~n with the marketing 

of grain. Pccordirig to Distric~ No. 7 (Chicago) "it will be recalled 

thPt last year there ','le"s a, he£.'.r:l carry-over of grain, farmers starting 

out with the intentic.n of holding fc.,r a fen months for a more favorable 

price level. They encountered an extremely bad transportation situation 

which prevented the marketing of grain when prices did improve. The 
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result was rather disastrous, as in many instances farmers were forced 

to carry grain fer many monthuagainst tht=:ir wish and to borrow at 

the banks. ~~uch of this is still being carried by the banks, either 

on farms or in country elevators. This tends to make the farmer cautious~ 

·If cars are obtainable the famer as a rule is not delaying shipment 

of his grain to market. Another factor militating against widespread 

storage of g·rain is the uncertainty as to the future course of the 

commodity markets." 

The iron end steel situation during the month has not materially 

changed. Railroad conditions are so'llewhat better but advances in freight 

rates have introduced a new factor into the price :pros:pe.cts. Pig iron 

has advanced during the past few weeks s.nd Bessemer iron, as well as other 

products, has also risen. The movement of iron and steel from the mills 

and furnaces has continued on the increase and the leading producer in 

the T'ittsburgh JHstrict has reduced its accunula.tions by about 65,000 tons. 

The trend toward the easing up of congestion at the works is more pro-

nounced in so~e cases than in others. In District No. 3 (Philadelphia) 

iron and steel producers 11 still suffer seriously from trans:portation 

inadequacy". In some lines a slackening of demand has been noticed. 

Higher freight rates are expected to add considerably to manufacturing 

costs. ·Both in District·s No. j and No. 4 there is a falling off in the 

daily output of pig iron and the sa~ is true of some steel products. 

In District No. 6 {.Atlanta)"the shortage of freight ears has, hvwever~ 

grown more serious during the pa~ t month." Pig iron is piling up in the 

District nod iron and steel movements are greatly delayed. Consumption of 

pig iron is holding up well and steel mills are working at mare then 80 

per cent of capacity. Taken all in all, the outlook of the industry is 

favorable. In District No. 3 (Philadelphia), for instance. a large 

manufaeturer whose principal product is bar iron is optimistic about Digitized for FRASER 
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conditions for the rest of the year, while rails are in strcng d'jmr;r·i 

llnd miscellaneous steel products are fi!ding e. good market. The 1.4:nE illed 

orders of the United States Steel Corporation at tbe close of July were 

11.118.468 tons7 corresponding to an index number of 211, as compared 

with 10,978,817 tons at the close of June, corresponding to an index 

number of 208. Steel ingot production during July was 2,802,318 tons, 

as compared with 2,980, 690 tens during June the respective index n•1.nbers 

being 116 ani. 123. Pig iron production during July was 3,067,043 tens, 

as compared with 3,043 7 540 tons during June, the respective index numbers 

being 132 and 131, although the a.verage daily output was somewhat less 

during July .. 

Lake ore shipments from the Surerior region in July were 9~638. Eo6 

tons, bringing the total to ftugust l to 26,079,111 tons which compares 

with 25,181,348 tons on the corresponding date in 1919, and 26,603.933 

tons in 1913. The 1913 tonnage is that which the producers have set 

out to duplicate duri.ng the present season, and it is shown that they 

are only slightly below their goal." 

Congestion on the railroads. which was the source of so much 

anxiety and difficulty during the earlier part of the summer is gradually 

yielding to special effort to relieve it and more progress has been 

made in connection with coal than with any other prod.uct4 District 

No. 4 (Cleveland) renorts that the outlook in the lake trade is a little . . 

better than a month ago. The coal movement has shown a steady gain since 

the recent orders of the Interstate Comrrerce Commission. In District 

No. 3 ('Philadel})hia) 11 moder.-:o.te improvement * * • h8s taken place during 

748 

the p~st month. * * * Ct;.:r:::; are m;)ving a little more freely to destinations." 

There has been no reducHon in pr:i.ces for spot coal. New freight rates 

are expected to add frcm 65 to 35 cents a ton to the cost of anthracite 
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to the retailer. In District No. 6 (Atlanta) Plabama coal production 

shows a little improvement but strikes are still on in various fields~ 

Coke production is below the demand and car shortage is still felt. 

The movement of bituminous coal to New England has been improved in 
'~ 

order to relieve the shortage which threatened in that section. There 

has been a large movement of cars during +: late Ju~y and early 

.August to the New England factory region and this has included hoth 

bituminous and anthracite coal. It is expected that the distribution 

will improve steadily from this time forward. In District No. 4 

(Cleveland) coal movement is showing a. steady gain all round. There 

is still shortage in various parts of the country, not for irnrrediate 

needs but as compared with the estinated demand of coming months. The 

bituminous output is estimated by the Geological Survey as 226,000,000 

tons for the first half of this year ( 1920) as compared with 218,000 ,0(;0 

tons in the corresponding period last year. Allowing for importation and 

exportation there is an indicated balance for domestic consumption of 

,. 

215,000,000 tons, against 211,000.000 tons last year. Production of bitu-

minous coal for the country at large during July amounted to 45,526,500 tonS 

as compared with· 44,462,500 tons during June and 42,698.000 tons dur~ng 

July. 1919, the respective index numbers being 123, 120 and 115. S~oradic 

labor difficulties in the coal industry have to some extent retarded pro-

duction, but in the main the figures show that conditions have been reason-

e.,bly favorable. Production of anthracite coal during July emounted to 

7,785,000 tons, as compared with 7,754,000, tons during June and 7i803,000 tons 
during July 1919, the index number for all three months being 105. 

In petroleum there is a. growth in production. hoth in Kansas, Oklahoma, 
state a 

Wyoming and Colorado.. For the two first-nazned c·· ;.:tr ~ there is an increase 

during the first seven months of 1920 as compared with the same t:e riod in 

1919 from 64,189,000 barrels to 79,36o,ooo barrels. Developmental operations 
in the Oklahoma. field, including Kansas • Oklahoma and Wyoming, have 'Qeen '9'e~·· 
sa.t.Jsf'SetO'!"T during July. 
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The stock of oil in storage in District No. 10 (K.:msa.s City) on July 1~ 

19201 was 60, 7121 000 barrels as a§:iinst 61, 6o4,~ 000 barrels on Janmry 1st. 

On the Pacific Coast the daily production during July averaged 279,000, 

barrels as compared with 273 1 000 in June. Stored stocks were 24~405~000 

barrels on July 31, a decrease of 964,150 barrels during the month. 

Shortage of ~soline continues to be general on the Pacific Coast, ~hile 

in District No. 10 (.K3.nsas City) the summer demand is at its height and 

shipments to the Pacific Coast are beir~ made from the mid-continent and 

Rocky Mountain fields. The market for petroleum during the month of July 

was steady and quiet} with the price of crude oil generally subject to little 

change. In District No. 11 (Dallas) drilling results improved during 

July and for the District as a whole 868 wells were completed as compared 

with 650 in June. The daily average output during July was 3751 000 barrels~ 

a decrease of 71 500 from June. The outlook in the Texas fiald is re~rded 

as very promising. 

In metal mining there was curtailment of production at the opening 

of July with reg3..rd to. zinc and le::~.d, but later there was a partial re-

sumption of \VOrk, resulting in an average weekly output of about 10,000 

tons at the end of the month. Curtailment and rearrangement of production 

has helped to adjust the labor situation. There has developed a relative 

reduction of output 3 but a deficiency of cars has continued to be marked1 

even as compared with the supply of ores on hand. Cars intended for other 

products are now being used to ship ores. The price of zinc ores h::ts 

increased from $45 at the opening of July to $47-50 for 60 per cent con-

centrates. Lead ore prices also showed a decided advance for the month 
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from $90 to $100 per ton on 80 per cent load. 

fallen off in the Colorado metal mining d.J.st:r:i ~t 

during July by reduction plants in the Cripple CnJAk dibtrict totalLc;c\ 

33~222 tons or a gross value of $468, 5~- Some indications of ir:v:ov,;;

ment in mining; activity are reported. With the exception Jf z:in~;, hew

aver) recent trade reports indicate extreme quiet in these industr>~;,, 

little interest being shown by consumers. 

General manufacturing h:::~.s varied widely in different parts of t.t:e 

country during the months both of July and August as a result of spot:1dic 

depression and suspension o.f work, coupled with difficulties of various 

kinds in com:ectionwith the continuation of production. There is still 

deprassion in woolens and cottons, knit goods and underv;ear, wearing 

app:::~.rel~ shoes, leather, and various other articles. Resumption of 

activity immediately after Labor Day is promised in a number of sections 

and it is held that there is some indication that retailers' stocks 3.r6 

becoming so reduced that active buying must soon be resumed. Di3trict 

No. 1 (Boston) reports that tg.nneries in the District are still closed 

or operatiing up to about 50 per cent b:~.sis. \'ihile there h3..s been some 

resumption of shoe manufacturing, numerous large concerns are still either 

wholly closed down or operating. on short time and they h3.ve curtailed 

their purchases of leather. Prices for side leathers are off 1.0 to 13 

per cent~ but still 50 to 100 per cent higher than in 1913-1914. Hides 

are accumulating. District i'~o. 5 (Richmond) reports that shoes are 

moving from llB..nufac:turar t'J n-;+ .. aEer sl•.:.wly, -..vhile buyers are holding 

oif in the hope cf re3uGt1zws. L:~ather h:J.s ';;eakenad but there: is 1Htl.e 
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prospect of the saving reachir~ the coneumer for a good nhile owing 

to the longth of time required in the shoe production. In District 

No.7 (Chicago) first hands are holding leather "'-nd are finding more 

than usual difficulty in financing it. Cancellations are still active. 

Sales are 50 per cent off from 1919 for the first seven months of 1920,. 

The automobile dcna.nd for leather "is the only really rosy spot in the 

picture". In District No. 3 {Philadelphia) shoe nanubcturing plants 

have been shut down or running at minimum capacity1 but have now res~~ed 

operations preparing samples. Orders are slow in being placed. The 

public h:ts been refraining from purcmsing high priced shoes but ha.ve 

bought freely of reductions. Stagnation still exists in leather. Few 

tanneries are operating and the transpor~tion situation is in part 

bb.med. From· District No .. S (St. Louis) it is reported that busiress 

in shoes is ste:ady, prices are d..;;finitely lower, but the decline is not as 

narked as had been looked for (0-'Cept in a few spechl gradesL ELnd that 

the country merchants are in a somewhat more steady fr:1me of mind~ 

As i or v1obl and woolen goods,. District No. l {Boston) reports 

that the situELtion~in thd wool industry is difficult to diagnose~ the 

Boston rrarket being dull} although the supply, especially of the finer 

grades1 available for use is not excessive# if production should become 

normaL lloolen mills in New Ehgland are either cl.osed or running on 

part time with no intimation when they will resume on full time. Re

turned goods are stated to be insufficient to meet the public demand 

w.nen it revives. trBriefly, therefore, the wholesale situation is one 

of waiting ::1.nd caution with cund to mouth buying on the part of the / 

manufacturer". In District No. 3 (Philadelphia.) "there is an un

precedented situation 11 with r1an absence of activity such as has never 
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been known." Thare is practically no m21.rkct for raw wool and as 

21. result there are no regular price q_uot:1 ti o:qG. The public has 

rafra.ined from buying and ret:.tilers lave had to resort to special 

salesw nsuch is the apathy shown in the market that S:l.mples for 

spring (1921) materials which in nornal times would have been dis-

played in July have not been prepared in numerous instances.'' In 

clothing trade) District No. 5 (Richmoni) states th3.t "clothing manu-

facturers report dull business with a d6cided reluctance on the part of 

the retailer to enter into further contracts~" A change in the demands 

of customers is noted and it is believed that lower priced goods 

made of coarser wool may figure more largely during the comirus season .. 

District No • . 1 (Chicago) finds that "fine wools are sc3.rce and coarse 

wools are a drug on the market. n There has been "a:';if.lood of cancel-

lations) slow payment for goods already delivered, and a general slow-

ing down of the app3.rel industries." 

In cottons .. District No. 1 (Boston) reports that "dullness in 
is 

cotton this month/ fully as pronounced as during *** June and July and 

dealers report only buying by the mills in small lines for immediate 

requirements. If Nevsrtheless_. there h3.s not b0en as general curtail-

ment in production as baa been anticip3.ted. According to United States 

cotton statistics~ cotton held in mills in July was 660,893 b~les1 

while the amount consumed during July was 1931 000 bales. Prices for 

combed and c:ndt3d. yarns ·were lower at the middle of August t:ran earlier1 

and as consumers of spot yarn h3.ve found thdr supply was plentiful 

they h3.ve been in no mov:l t? buy in adv::1.nce of current needs, 
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In District No. 3 (Philadelphb) further curtailment of operations ius 

been noted among cotton yarn manufacturers. Spinners are accumulating 

large stores of finished productP.. The .:~.cute sittution of the cotton 

yarn industry is attributed to the restriction of credit by the banks> 

although the policy of the banks is beLieved by larger r.:anufacturers to 

be correct. In ~.knit goods the deadlock between underwear manufacturers 

and jobbers still continues ~- jobbers waiting for lower prices while 

manufacturers make no attempt to sell their product. The situation in 

hosiery is but little betteri while in underwear the only buying demand 

is for export. In District No. 1 (Boston) small warss are reported 

lower in price than a month ago, and thsre is a feeling among whole

salers tm,t retailers might well sell cheaper and still make a good 

profit. 

In other manufacturing lines there is more or le~s difference 

of condition. District No. 3 (Phib.delphia) reports . :;~.ctivity in 

broad silks} although the buying movemant was not gansral and few silk 

mills continued open. In paper and twine, District No. 1 (Boston) finds 

that there is still difficulty among de.:~.lers in procuring sufficient 

supplies to m9et the demand of the trade. Stocks are small. Prices 

continue from 100 to 4oofper cent higher (wholesale) than in prewar 

times and are still tending upward. District No. 3 (Philadelphia) 

finds that production of paper for the first six months of 1920 ex

ceeded that of the same period in 1919 by about 9 par cent. Prices 

have adv:.tnced inmost grades of paper. Hope for a new source of supply 

of wood-pulp frorn Alaska is entertained in various quarters. The out

look is said to be encouraging in drugs and chemicals althougp the 
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inactivity of the textile and tanning indtlstr·ies has reacted upon 

the trade. There is a plentiful supply of most raw .rrateri~ls fo1• 

drug rr.aking, but American crude drugs are difficult to obtain. 

Sales are far in advance of this time last year. In rubber there 

is some ar>..xiety. District No. 3 (Philadelphia) reports tha. t there 

is "a de:ereasing demand for tires." No difficulty exists in getting 

raw na teria.ls. In District No. 8 (St; Louis )there is ''overwhelming 

demand, 11 

In lumber and building material the situation is also variable . . 
In some Districts the expectation that heavy buying wol.lld develop in 

anticipation of higher freight rates has been disappointed. Stocks 

are small in num~rous quarters, In District No. 6 (Atlanta} the 

lumber market is still dominated by tha transportation situation. 

Curtailment of production is becoming more general~ but apart from 

a continuous scarcity of cars the immediate outlook is satisfactory. 

In the middle west high costs of lumber. mill work and other nateri::~.ls 

have seriously retarded building. In District No. 10 (K:msas City) 

lumber and material narkets xuve been inactive with lowered demand 

due to unsatisfactory distribution. In New England, District No. 1 

(Boston) dwelling house construction is still backward, partly due 

to the increased cost of material and labor. On the ~cific Coast, 

District No. 12 (San Francisco) car shortage restricts lumbering 

operations and 20 per cent of the mills are closed, while those that 

are running are operating at only 75 per cent capacity. For the last 

four weeks in July reports from 122 mills operating on Douglas fir 

show production 31 per cent below ~ormal, as compared with 7.5 per cent 
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during the preceding four ·weeks. Unshipped orders amounted to 330,000-

000 feet as compared with 343,0001 000 fee~. Building1 hovever) is active.· 

In District No. 9 (Minneapolis) lumber cut and bhi.pped by producers 

'increased about 50 per cent during the month. While average orders on 

hand by Southern pine producers decreased from 502.~927~ 000 feet for 

July 9 to 389.~350,000 feet for July 30, production during the same period 

shows an increase, the average figure for the week ending July 30 being 

4681 983 1 000 feet, which is about 75 per cent of normal~ 

The labor situation is reported generally favorable. In District 

No. J,. (Boston) employment in the textile industries is somewhat depressed 

a.nd the same is true of the shoe factories. Returns from public employ

ment offices show that the number of positions reported filled suffered 

a loss of 34 per cent from June of this year and 34 per cent from July 

of last year. There is also noted in spite of a current belief that 

there_ has been a decrease in the productivity of labor, an inquiry made 

by the Massachusetts Department of Labor based on returns from seven 

establ'ishments shows a more productive situation in five for 1919 than 

for 1918. It does not appear that increased wages uniformly resulted 

in increased production per amployee. In spite of curtailment of out-

put and reduction in number of operations in certain industries, the 

report of the New York State Ir~ustrial Commission shows a decrease of 

~ only one half of l per cent between June and July in number of t·actory 

workers. District No. 7 (Chicago) reports the labor situation 11 distinct:Ly 

better though there is some shortage.'' -On the Pacific Coast 11 the supply 

of labor about equals deman1 throughout the District. 1' 

\ 
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The volume of tn.de, both .. -holes:::.le and nta:;.l, is revie·:.'ed as us1.lal 

in the Bo::~.rd 1 s cpechl reportc on that topic. Gonerally spea..bng) retaU 

tr::~.de is birly s::ttisbctcry. The Board's ~stell-a tic re:!lort on wholeS::~.le 

trade conditions h::~.s r~t been oxtended throughout all Federal Reserve 

Districts. The data at har..d, however, indicate ::tn interest5.ng ::tnd> on the 

whole; promising sitU::~.tion. Price reductions have evidently led to a 

reviv::tl of buying activity on the part of retailers in the South and West. 

Reports from IYholesJ.le dry goods firms in the Atlanta District show average 

incre::tse• in sales of 79.1 per cent in July ::ts compared with June. Never-

theless~ the sales of these same firms v;ere still 26.6 per cent belov1 the 

figures for July a year ago -- a vivid illustration of the extent to v1nich 

buying activity had fallen off in preceding months. The D~llas District 

reports also ir..dicate increased activity in wholeS3.le dry goods, ::~.lthough 

sales are slightly below July, 1919. · San Francisco District reports shew 

increases of about one-third in value of sales over the preceding month 

for twelve wholesale dry goods houses1 while the s3.les exceeded those ··for 

a year ::~.go by nearly 32 per cent. Vfuolesale grocery firms reporting shew 

only slight increases in sales during the month, in some instances record-

ing decreases~ while the same is true for hardware and shoe lines. In the 

San Francisco District~ returns based on sales of 23 wholesale hardware 

concerns indicate average declines of 7. 7 per cent as compared with Ju.ne 1 

uhile thirteen whole63.le shoe esb.blishments sh.owed reductions of 10 per 

cent in volume of sales. Reports uniformly testify1 however1 to the fact 

that hard·uare sales have averaged much above those for July a year ago1 

while the limited data available for wholesa.le shoe houses shows that in 

this line the volume of sales is below that of last year. Downward 
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tendencies in wholesale prices are noted for groceries, dry goods, and 

shoes, but no evidence of weakening is found in wboJ.esale hardware or 

furnit"U.re lines. It is probably significant that so :ln;portant a .iobbing 

center as St.Louis reports good buying activity on the part of retailers 

to meet heavy currant needs , although he r.e as elsewhere there is an 

indisposition to make commitments for the future. 

The situation in the retail trade has not changed in any essential 

way since last monthv The volume of sales continues moderately large. 

In all Districts sales in terms of value are greater than those during 

the same month last year. In many Districts sales of essential commodities 

in terms of physical amounts e.re said to be fully as gre~tt and in sOtr.e 

cases to exceed those during the same period last yee.r. These results 

however have to a large extent been accom:plished. by means of reduction 

:~ 
···'··aales. The demand for luxuries and semi-l\lXUries has everywhere notably 

fallen off. Merchants are maintaining an attitude of caution in replenilh·· 

ing their stocks, apparently waiting for prices to reach a position of 

greater stability. 

Financially the month has been ~uiet. Interest and discount rates 

have continued high with general scarc.ity of funds. The reserve position 
---~) 

of the Reserve Banks has been well maintained. The Federal Reserve Bank 

of :Boston reports that c·onditions are improving and that the expected 

stringency in the money market usual during the fall months ~·U.l not be 
~"5\:"' .-: . 

greater than last year. The bill market for benlrers 1 acceptances in 

New York has continued active with supply more plentiful toward the end 

of the period and demand fairly well sustained.. There is 

:.·-· 
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evidence that investors are taking up L;berty bonds and Vicbry notes fo':' 

petm3..nent absorption. Sa.les of new se·curitjea continue to fall off and 

fimncul operations are postponed whenever possible because of the 

difficulties arising out of high rates of interest. Ther$ is some slow

ing down of collections and. this has been an unfavorable eJ.ement in the 

financial position of some lines of business. On the ,;hole it is believed 

in ;·:most Districts that more favorable financial conditions are in sight 

and that merchants and manufacturers, while drawing heavily upon the 

resources of the banks1 are doing so primarily for productive purposes 

and not for speculative or non-productive objects. Liquidation has been 

carried still further in the stock market and prices have reached in 

New York levels lower than those of February or May. The news of the 

higher railroad rate decision c~used.only a temporary recovery. Call 

money rates have generally been moderate) ranging from 7 to 9 par cent 

practically throughout the period. Time money has been scarce and the 

ch3rge for it hss bean high. 

On the Pacific Coast member bank conditions are not far from stable. 

Interest a.nd discount rates, however1 have shown some tendency to harden 

during the past month. Some of the Southern banks show a considerable 

i n::rease in their accozmngda.tions to member banks. An increased strain 

has been imposed ~pen the present situation as the result of active 

harvesting. From the grain districts (Mitl.ll;$aJlOlis) it is reported that 

madera te liquidation of loans was made by customers during July J although 

an actual calculation of the extent of it is said to be difficQlt to make. 
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Money rates have remained firm with little change. 

The collection situation has been the subject of a special 

inq,ui ry during the past month and the results of it are p·re sen ted elsewhere. 

In a general W38, the t'i tua.tion is fairly favorable with collections 

slowing down in a number of instances due to desire on the part of 

people to conserve their funds in order to avoid borrowing at high 

rates from banks as well as to lack of funds in other cases, due to 

slow movement of comrooditie~. So~~ increase in commercial failures 

is noted practically throughout the country, but there are many linea 

in which the change, if any, has been small,. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



EX OP'P'IC:JO M&:MaaR8 

DAVID F. HOUSTON 
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W. P. G. HARD.ING, GOVERNOR 
EDMUND PLAtT, VICI GOVIRHOR 
ADOLPH C. MILLER 

SICRITARY OF THI TRIAIURl' 
CHAIRMAN 

FEDERAL RESERVE BOARD 
CHARLES 1. HAMLIN 
HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS 
COIIPTROLLIR OF THI CURRENCY W. T. CHAPMAN, SECRETARY 

ADDRESS REPLY TO 

. R. G. EMEilSON, AIIISTA.NT SICRITARY 

W. M.IMLAY, FISCAL AGINT 

FEDERAL RESilRVE BOARD WASHINGTON 

September 41 1920. 

Subject: Wording of Monthly Statements of 
General Business Conditions. 

Dear Sir: 

X-2006 

While it is doubtless unneeessary to caution you in 
the matter referred to below, the Board feels that neither it 
nr:>r the l!'e1eral l;teserve Agents in preparing reports of business 
conditions,~ d:i.stribi.lted mr.mth:ly by their respe ct~.ve banks., can 
be too oa,reful in the selel'.t.ion of words and phrnses. The 
Boa.rd feels th:tt care shouJ..d be taken to st.:1te the concrete 
facts only, from which the public c.:1n draw its own conclusions) 
.:1nd that anything of a forecast· as to com.::nodity pr:l.ees in 
particulat should be studiously avoided. The Board feels 
confident that you will agree with these views and that you 
will continue to exercise your a.cwu.Rtomed caution, realizing 
at the same time that while it is necessary for tha F'edera.l 
Reserve Banks to be kept fully info:~ed1 ~t is not at all 
efisential1 and often unwise1 to make public all the informa
tion received by the Federal Reserve Agent~:~. 

Very truly yours1 

Governor. 

To all Fe~eral Reserve Agents. 
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DA'fiD P. HOUSTON 
IICRITARY OF THI TRIMURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COIIPTROLLII OP THI CURRINCY 

ADI:IRESS RIEPLY TO 

FEDERAL RESERVE BOARD 
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W. P. G. HARDING, GOVERNOR 

EDMUND PLATT, VICE 60YIRNOR 
ADOLPH C. MILLER 

CHARLES S. HANLIN 

HENRY A. IIOEHLENPAH 

W. T. CHAPMAN, SICRITARY 

R. G. EMERSON, AIIIITANT SICRE-TARY 

W. II. INLAY, FISCAL AGENT 

"EDIUIIAL RIESIERVE BOARD WASHINGTON 

September 7J 1920. 
X-2007 

SUBJECT: Election of Class 11At' and "B" Directors. 

Dear Sir: 

The Federal Reserve Board has instructed me to 

advise you that it is desired tha..t electoral groups of 

member banks for the election of Class A and B directors 

this year be selected on the same basis as prescribed by 

the Board in its letter of October 3~ 191SJ X-1240. The 

Board has designated Tuesday~ November 16~ 1920J as the 

date for opening the polls .. 

Very truly yours, 

Secretary. 

LETTER TO CHAIRMEN OF ALL BANKS. 
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Release for ftFTERNOON papers~ 
Thursday, Septerrber 16,1920. 

Address by 

Ron. Edmund Platt 

Vice Gcvernor, Federal Reserve Board 

before the 

West Virginia Bankers Associatjon 

Charleston. W.Va. 

September 16, 1920. 
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ADDRESS WEST VIRGINIA ~ANKER'S ASSOCIATION X-2008 

Gentlen:en of the '!1!est Virginia Banker's Association, I em vecy glad 

of the opportunity you have afforded me to visit the city of Charleston, 

to learn something at first hand of your industries and your problems, 

and to speak a few words to ycu about the Federal Reserve System, the 

principles under which it is working and the principles Which must guide 

it if it is to centinue to serve the pec:ple adequately and safely. I have 

of course known sorr.ething in a ~enaral w~ about the industries of this 

great state, and have had the pleasure of the !icquaintance, and perhaps 

I may say the friendship, of the Representitives of West Virginia in ~e 

House of Representatives for a number of years. You will pardon rr.e, I 

am sure, if I speak in a :preliminary way of rrt:f service in Congress from 

which I sc recently resigned. I came to Washington as a rr.ember of the· 

63rd Congress in l9i3, the year of the passage of the Federal Reserve Act, 

and was assigned to the Banking and Currency Committee. .Among the merr.bets 

of the committee at that time was the late Wm. G. ~rown, representative 

764 

of the 2nd West Virginia district, always an advocate of sound banking 

policies, one of the men upon whom Hon. Carter Glass, then Chairman, alwaJS 

relied. Mr. Sutherland, now one of your senators, was also among the friends 

of rry first year in Congress. and later I came to know other mmmbers of 

the delegation. Recently, during the year of ~ chairmanship of the 

Committee on ~anking and Curre:r:cy, one of the members of that conmittee 

upon whom I could alwa,vs rely for support of sound policies was the Repre

sentative of your own city, Bon. Leonard s. Echols. Speaking of other 

members of the West Virginia delegation in Congress I might interject rigbt 
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here a description of the very delightful trip I took to the HawaHa.<l 

Islands in 1917 with George Bowers, who was Mr. Brown 1s successor in the 

2nd district. Such a description would be much more interesting than 

any talk I can give you on banking.. I might also say something about t!le 

splendid apples :Bowers grows and about West Virginia ts apples in generaL 

I come from an apple growing country up on the Hudson river and the subject 

is mighty tempting, but wont do at this tirr.e. 

West Virginia has done her part not only in the passage of the Federal 

Reserve .Act but in its developnent by recent anendrnent, and I think the 

Reserve System has been of great advantage to the industries and to the 

banks of West Virginia. Governor Ha~ing has assured me that I would .find 

the menibers of the West Virginia Banker's .Association a fine lot of men, 

strong supporters of the Federal Reserve System, and including ver,y few 

if any knockers. I am sure he is right. from the kindly and hospitable 

reception you have given me and from what I have heard in your meetings .. 

West Virginia with the exception of the Panhandle counties, belongs to the 

5th or Richmond Federal Reserve District and is so divided that some of its 

banks look to the Reserve Bank at Riabmond for their rediscounts and others 

to the branch at Baltimore.. From these sources the bankS of West Virginia 

on September 3rd had obtained loans of $1.,599,213.75· You are, I 

should judge not over extended and have been curtailing non-essential 

credits as rr.uch as you could so .-'to conserve credit for the .encouragement 

of essential productive enterprise in farm, ndne and factory. Few. if any, 
.. 

of your banks show excessive borrowings from the Reserve Bank, and if the 

Richmond Reserve Bank is having sorr.e trouble keeping credit within safe 

limits little of its trouble comes from West Virginia. 
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Without the Federal Reserve System, or some similar central banting 

system, I think we shall all agree, the war could not have been financed 

on a gold basis~ and the S7stem has very properly been described as a 

wonderful success. It has been ably administered, but we must not forget 

'766 

that the System is still on trial. It has never yet had a chance to func• 

tion norm!:>lly and has only within the past year begun to be a determining 

influence in the stabilization or regulation of credit. The war thrust 

upon it enormous business, of a kind not contetn];)lated when the .Act was 

passed - a business based not upon self-liq,uidating commercial paper but 

upon government bonds, and at rates abnormally low considering the demand. 

fts the Eoard's lastreport says "In order that the member banks might carry 

the burden of undigested Government securities they were obliged to redis-

count with the Federal Reserve Banks and in order that such rediscounting 

should not involve. them in heavy loss it was essential that as long as 

the banks were lending to bond subscribers a.t coupon rates the rediscount 

rate should be related to the bond rates. The rediscount rates of the 

Federal Reserve Banks. therefore, instead of being higher than the market 

rates, as in theory and normal practice they should have been, were made 

~ than the market rates." This enforced departure from sound banking 

principles necessarily led to enonnous expansion of credit - or infla.tion, 

if you prefer that term, and the problem has been ever since how to get 

away from it .. Of course it is entirely contrary to the principles on 

which the Federal Reserve Act was founded to rr.ake loam on bonds, even if 

government bonds, a.t lower rates than on eOJmlercial paper, yet in some 

districts we are still doing it. .And indirectly we are issuing currency 

based upon these bonds, though that was one of the very things the Federal 
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Reserve Act was expected to put a stop to. As much 81': was sr.iJ. i.:l 

Congress and out, while the Federal Reserve :B:!.lls were under discuS·· 

sion, about providing an elastic currency which would expand and con--

tract in accordance with the demands of business as about any other 

feature of the bill, and the currency contemplated in the Act was to 

be issued only upon the rediscounting o~ short-time paper growing 

out of actual business transactions, paper that was expected to be 

self-liquidating when the transactions were completed by the sale of 

goods.. The whole scheme was upset by the floOd of goveznment securi

ties, and furthermore Central Banking principles and practice being 

mfamiliar to most of our business zr:en and bankers • a great many 

people got the idea that Federal Reserve Bank rates should be per~ 

nently lower than market rates, so as to ~ake rediscounting attrac-

tive and profitable to the member banks and so as to make the 

borrowing of money for any and all purposes easier, and many also 

got the idea that Liberty bonds should be carried indefinitely at 

the coupon rates. It is not necessary for me to say to an audience 

of bankers that if the Federal Reserve System sh.ould be conducted 

in accordance with such ideas the final result would be a crash 

such as we have never had before in the history of the country. 

The ~:etem contains the possibilities of enonnous expansion of credit, 

as the war financing has demonstrated. It remains to be seen 

whether it can be brought back to St'W.ld norm11.l conditions gradually 
.. .,., ~··--·~ .,. ·-'"''" ·~··"'' -· ~ ·•·· .... "' 

and without producing a~y: 'S'e+~i~us hardship. 
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We are now almost at the peak of the demand for credit and. 

currency caused by the movement of crops, and it is easy to see that 
a 

the situation ndght have been serious had there not been/general 

increase of Reserve Bank rates beginning about a year ago There 

was some grumbling over the increase of rates on "war paper", but it 

had to be made and in due time should go further, in my opinion, so 

that there should be at least no preference shown to bond secured 

paper. The great issues of Liberty bonds are gradually being digest-

ed, going into the hands of investors who intend to hold them, and . 
there has been a gradual reduction of loans on "war paper" • Apparent-

ly about $16,000,000,000 of Liberty bonds and Victory notes have been 

actually paid for and are out of the banks - a really stupendous achieve-

ment, which we would not hPve thought possible a few years ago. The 

Comptroller brought this fact out in an address before the Matne Bank-

er's Association in June. Pccording to his figures there remained less 

than two billions of these securities in the National Banks, counting 

bonds on which the banks were making loans and bonds owned .by the banks, 

and he estimated about an equal amount in the State banks and Trust 

Companies. Splendid as the showing of saving and absorption of Liberty 

bonds has been, however, it must be realized that the four billions left 

in the banks, together with the Treasury certificates, still cause a 

very serious displacement of credit, Whicb can only be made good by con

tinued steady saving and investment on the part of the people• The 

high record of bills discounted based on government obligations by the 

800 reporting membe'r banks wa.s made in June, 1919, $1,438,000,000 and 

the high mark for the present year was made on January 2nd when these 
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banks had loaned $1,289,000,000. The low mark was August 20th when 

these loans to individual borrowers on governrr~nt paper had declined 

to $959,000,000, a decrease for this ~ear of $330,000,000. If all 

tanks were included I suppose the decr9a.se would probably be twice that 

figure, or about $EoO,OOO,OOO, showing what seerr.s to rr.e very gratifying 

progress in the payment for bonds. Some rart of the decline must be 
• but certificates 

due to the r!'duction of the ou~standing treasury certific$-tesj were 

largely held by the banks themselves until their interest rates were 

raised, and I suppose have not entered very largely into collateral 

for loans to individual borrowers from the banks. Federal Reserve 

rediscounts, based on war paper reached their high mark on ~ay 16, 1919, 
JUl.Lv .i..3J 1920~ 

ect $1,363,476,000 during the Victory Loan Campaign. On june 18th/these 

war ~aper rediscounts had been reduced to ~1,231,841,000 or $631,000,000~ 

less. Since June 18th there has been some natural increase due doubt-

less to the increased demAnd for credit as the harvest progressed and 

the crop moving season advanced. The rern8r¥~ble thing is that the re-

duction in war loans has been 11ery much more than maderr up in increased 

loans on com-nercial paper. A yeer ago Sert. 5th, the Reserve Bank re-

discounts on commercial paper were only $212,135,000, about one eighth 

of the loans on w~r paper, which then stood at $1,635,233,000. On 

September 3rd, 1920, the comnercial paper rediscounts had advanced to 

$1,412,035,000, or nearly seven times as large as last year at this time, 

and more than $79,000,000 greater th8n the rediscounts on war paper, 

though the latter had increased more than ~100,000,000 from the low mark 

of il,231,34l,OOO of June 13th to $1,332,892,000. Comrr.ercial paper re-

discounts passed the war paper bills in the Reserve Banks for the first 

time on July 30th ·~hen they reached $1,250,613,000 against 1:1,241,017,000 
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war pa:per bills. They seesawed afterwards for a few weeks but the 

cormnercial bills seem now to have taken the le::-d :pennanently. It 

should be added that the recent increase of a hundred million in 

war pa:per loans is probably also to be considered chiefly comnercial -

bonds merely being used as convenient collateral. 
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On the whole the policies of the Federal Reserve Board and of 

the Federal Reserve Banks seem to be working well. In the face of 

an enormous and unprecedented demand for commercial credit the reserves 

have held pretty steady with only slight declines week by week. There 

appears to be credit enough for all legitimate demands without en-

croaching on the le~l reserves~ but no surplus for speculation~ or 

for profiteering~ or for holding any unusual amount of harvested crops 

from the market. Though the percentage of decrease of reserves each 

week has been in tenths there has ~~en a steadl decrease each week 

since July 23rd~ It should be re~embered that the Reserve Banks of 

the crop moving sections are being sustained today chiefly by help 

from the Boston and Cleveland Reserve Banks. New York has helped 

until recently 1 and Philadelphia and San Francisco still are helping 

some through purchases of acceptance~ from the West and South. The 

Boston Reserve Bank is charging its own member banks 7 per cent for 

rediscounts of commercial paper and is loaning its surplus to Western 

and Southern Reserve Banks1 which make most of their rediscounts to 

member banks at 6 per cent. That doesn't seem quite rignt. In 

accordance with strict business principles~ or with economic principles~ 

if you like that term1 the rates ought to be highest where the demand 

is greatest. Boston's surplus of credit comes partly from dull business~ 

textile plants closed down1 etc. and ~here is naturally some grumbling 

• at its high rediscount rate maintained at present largely for the 

benefit of the rest of the country. It should not be forgotton that 

the regional reserve system is not exactly the same as a Central 
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Reserve bank with branches. When considering the present situationJ 

furthermore, ~t is well to bear in mind that as a result of the high 

(7 per cent) Reserve Bank rate in New York and of cur~ailment of loans 

for speculation the stock market is a~sorbing a billion doll~ less 

credit than last fall, and that billion d-ollars is now ln use 

financing the movement of crops1 · and financing production generally. 

Securities., including Libe·rty bonds, are at a very low point - the 

only things in the co~ry that are really cheapJ judged ~Y prewar 

standards. 

FALLING PRlCES 

As I have said some of the surplus of credit in Boston which 
results 

is now helping Fede~l Reserve Banks in the West and South from 

dull business in manufacturing line~~ and the same is true of Cleve-

land.and Philadelphia, and to ~ome degree also of other districts 

where there is much manufacturing. There is evjder~e that we have 

entered upon a period of re~djustment of values. The people have 

rebelled against the ever mount5n~ pr~.ces and have so diminished 

del!B.nd for many articles, particularly clothing and shoes1 that some 

factories have been compelled to close or run on part Ume for lack 

of orders for the time being. This has been charged as due to 

restriction of credit1 but I think there is evidence ttat .the move-

ment is deeper and more wide-spread. There has been a decrease of 

prices all over the world to some extent. It be~n, I think 1 with 

the collapse of the silk market in Japan in the winter and early spring. 
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The big drop in raw silk was naturally followttd by a drop in wool 

and in leather1 and the ffiovement spread from one thing to another. 

Cotton, though a somewhat shorter crop than usual, naturally came in 

line for a cirop following wool and we hear cries from the rubber and 

automobile industries and from some others. Sugar and coffee have gone 

down} and the pressure on the breakfast table has perceptibly relaxed. 

All this I believe is in accordance with economic laws. How far the 

price recessions will go remains to be seen. A lower range of prices 

will ease up the credit situation considerably, but will at the same 

time perhaps increase grumbling and criticism. We have all complained 
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of high prices and of the high cost of living and have charged inflation, 

profiteering, etc., but we all like to see somebody else 1 s prices go 

do·;m. When the prices of things we ourselves sell or produce also go 

do;vn -why that•s all wrong. We cantt sell them below the cost of pro

duction, don't you know~ People like to find a "goat" somewhere to 

blame when things go against them1 and some of them, perhaps naturally 

enough, turn their criticisms against the Federal Reserve Beard or the 

Federal Reserve Banks. The war taught people to look to the Government 

for everything and now-a-days when a man can't "hock" his last winter's 

overcoat for as much as he thinks it ought to bring·he writes to the 

Federal Reserve Board and says it is outrageous that money is so tight. 

CRITICISMS OF THE FEDERAL RESERVE BOARD 

There are several classes of critics of the Federal Reserve Board, 

some of whom know something about banking and about economic laws and 

some of whom do not. Perhaps they may be divided roughly into three 
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classes. One class wants lower rates - cheap money - re~rdless of 

economic laws.. or the reserve requirements of the Federal Reserve Act; 

another class declares that rates we~a not advanced quickly enough 

after the war financing was finished, and are not yet high eno\.1gh 

to control credit fully; a third_class just criticises on general 

principles1 perhaps mostly for political effect. 

This third class is not troubled by any particular regard for 

consistency or for laws of anY. kind. The same persons have declared 

that enormous inflation has been promoted by the Board and has been 

the cause of high prices - pointing to the great volume of outstand
they 

ing Federal Reserve notes -and then when prices began to fall/declared 

that the Board was stifling busi.ness by reft:.sing credit for production 

and causing dellation. The chief stock in trade1 however1 of the third 
of 

class /critics is the charge of "profiteering". They point to the fact 

that the net earnings of the Federal Reserve B~nks1 the excess of 

earnings over current expenses, for the half year ended June 30th 

totaled $68 .. 583,111 or at the yearly rate of 151.2 per cent on an 

average paid-in capital of $911 1651 000, and that they n:ade 92 per cent 

in the corresponding period li!.st 'year. Well, if you can "profiteer" 

by h~ving your rates or your prices too low, and when practically all 

your profits go to the Government as a franchise tax_. there rray be· 

something in the charge. The Reserve Banks before the war were not 

making their dividends .. as a rule.~ and one lt.ember bank up in my old 

Congressional District charged off its· reserve bank stock to profit 

and lossJ and said it was no good as an investment. Profits v1ere 
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forced on the Reserve Banks by the war, and have been made at rates 

lower than good banking practice would have dictated - rates whic~ 

attracted business instead of stablizing credit. 

It is proper in this connection trat I should call attention to 

the very extraordinary nature of the Federal Reserve Banks considered 

as corporations. The stockhclders are the member banks, but those 

me~ber banks not only subscribed the capital 1 on which the Reserve 

B~nks began operations1 but furnish all the deposits from which loans 

are made. Suppose the stockholders of one of your banks were the only 
I 

depositors, how would you reckon the profits of tbe institution? The 

Richmond Reserve B~nk during the first half of the fiscal year made a 

profit of $2,610,000 or 113.6 per cent based on its paid-in capital 

alone -which averaged $4,622,000 during the six months ending June 

30th. &sed on capital and surplus, $12,6891 000, it's current net 

earnings were at the rate of 41.4 per cent. Based on its capital 

and reserve balances - and these reserve balances were all furnished 

by the stockholders - the earnings were at the rate of only S.l per 

cent, or based on combined paid-in capital1 surplus and reserve 

balances the rate was 7.2 per cent.- not such a very impressive figure~ 

but higher than the average rate for the whole 12 Reserve Banks1 which 

was 6.4 per cent. On either of the last two bases of reckoning the 

highest percentages were made by the Philadelphia and Atlanta Reserve 

Banks. 

You will perhaps say that if the Richmond Reserve Bank makes 

S.l per cent on its capital and reserve balances -which you furnish -
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you ought to have a la!"ger return than 6 per r-ent on the r.a:p:ite.J. 1 b"L.:t 

this bn.ngs ·up a question which ;: shall not discuss toCLa.y. l .i.Ht:coc.u.::ed 

a bill in the last session of Congress that would have allowed. extra 

dividends of not to exceed three per cent from Reserve Banks that had 

accunn.uated the full 100 per cent reserve1 but I should add that my 

position as a member of Congress on such measures must not be under-

stood as necessarily indicating my position as a member of the Federal 

Reserve Board. You remember that Salmon P. Chase as Secretary of the 

Treasury issued greenbacks which later as Chief Justice of the Supreme 

Court he declared unconstitutional. It is very important that there 

should be no motive for running the ReserVe Bank~ fot the ~urpo~ of 

making a profit.. An extra. div:i.dend bill if passed sl'lould be carefully 

safeguarded. Lower rates than these at present prevailing would prob-

ably bring larger profits by attracting more business1 but the Reserve 

Banks have the custody of your reserves - of the reserves of the banks 

of the country, and those reserves must be conserved if the System is to 

be zramged with safety. There must be no inducement for the expansion 

of credit merely for the sake of profit. 

The first class of critics of the Federalr Reserve Board mentioned 

above deserve some attention as well. as the last class - the class 

that wants cheap money1 regardless of laws} economic or statutory. 

A very well known United States Senator has recently contributed an 

article to an industrial journal} published in Baltimore1 in which he 

urges that the Reserve Bank rates should be lowered to where they were 

before the warJ ~r at least during the war. In one part of the article 

he says that the policy of the Board has had the effect of nbreaking 
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down the price of securities" - which is tantamount to saying that 

speculation in Wall Street has been checked - in another p.iace he 

says that "there is no sense whatever in retiring credits which are 

employed in production"~ Well, obviously if you should open the 
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flood gates of credit for speculation the price of securities would 

advance} but such an advance at this time would absorb credit needed in 

moving the crops and in productive enterprises. The policy of the 

Beard has been throughout to conserve credit for production and 

orderly marketing. Reserve Bank rates must be fixed with ·, the 

purpose of maintaining safe reserves - the reserves required by law -

otherwise we . should have such inflation and speculation as could end 

only in disaster. The Senator urges Chambers of Commerce throughout 

the country to pass resolutions in favor of lower rates. Chambers of 

Commerce are composed of business men and bankers and it will be 

interesting to see what response they make. They are not as a rule 

inflationists and I shall be surprised if they do not recognize the 

necessity of the application of sound principles - of ~aintaining 

sound conditions of credit~ They know that the banks have been meet

ing all demands for credit for sound productive enterprise, and have 

been curtailing credit only for speculation or for nonesseniiala. They 

know that with reserves lower than they should be., and with loans 

outstanding far greater than ever before in the history of the country 

there has been no nretirement of credits which are employed in pro

duction", where conditions were sound. 

Personally, I can't help having some doubt whether all has been 

done that could be done to curtail speculative and other unnecessa.ry 
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credlts. The enormous expansion of all bank loans since the end of 

the war and the fact 1 already stated~ that Fede.ral Reserve Bank loans 

on commercial paper have < increase~ nearly seven fold in a year~ or 

about $1J3001 0001 000~ makes it hard to believe that all that additional 

credit can possibly be used in useful productive enterprise~ Certainly 

there is no evidence of restriction1 in these figures 1 but strong 

evidence to the cont~ry. 

The total loans of the Federal Reserve Ba.l;\ks are at their highest 

now - higher than at any time during the war1 the highest in the history 

of the System. All previous records of "total bills on hand" were 

passed in the statement of August 27th1 and a~in on September 3rd~ and 

on September lOth. They passed three billion dollars for the first 

time on the 3rd. The figures are so high1 in fact~ that they seem to 

constitute strong prima facie evidence of undue expansion. 

This brings me to some consideration of the criticisms of the 

second class of critics rr~ntioned above, critics who include some of 

the leading students of economics and a few of the leading bankers of 

the country. They maintain that the rates of the Reserve Banks were 

not advanced soon enough after the war, and some of them maintain that 

they are not yet high enough in all districts to give the necessary 

check to dangerousf\" expansion. I am personally of the opinion that 

these criticisms are useful. The hindsight of these college professors 

and bankers is often :better than their foresight 1 and like the rest of 

.. us they frequently find it easier to point out mistakes long after they 

occur than at the time. Their criticisms o:ftel:l fail also to taka into 
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consideration practical difficulties, but on the whole, as an 

abstract proposition, I agree with them that conditions would 

probably be better today, if the check to expansion had been 

started by a somewhat earlier increase :of rates after the war. 

I agree with them also that Reserve Bank rates should be higher 

than they are today in some of the districts where the demand for 

credit is greatest and where legal rates of interest are 7J 8, and 

even 10 per cent, as in the 6th Federal Reserve District, and in 

several others. Practical difficulties, however,have to bee con-

sidered. Some people, and some banks, got themselves pretty badly 

overloaded with Liberty bonds through patriotic motives, and must 

be given more time to work out. The habits engendered during the 

war can't be thrown off at once, and people must be given time to 

understand what the purposes of the Federal Reserve System are and 

what the principles are which must guide it. If we can succeed in 

keeping the reserves of the System within safe limits without a~in 

raising rates, it may be better to do so. 

One thing I want to say as e. new n:ember of the Federal Reserve 

r 
(' . 

Board, though I am sure it is not necessary to say it to this audience. 

There is absolutely no politics in the administration of the affairs 

of the Board. I was in close touch with the Board for considerably 

more than a year as Chairnan of the Committee on Banking and Currency 

of the House of Representatives and in frequent consultation with 

Governor Harding with regard to proposed amendments to the Federal 

Reserve Act. You don•t need to be told that I am a Republican and 
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that I shot1.l.d. have scentd ptrt") .. szmsb.p 1o:nz c>go :i.f th'3re had l:>P.en a.r.y,. 

If the time ever comes when the Federal Reserve Board yields to 

partisan pressure and fixes its policies with relation to their 

influence on elections, rather than the security and soundness of 

the banking system of the country - then there will be danger ahead. 

I do not believe such a time ever will come. I do not believe the 

policies of the system today would be appreciably different if 

Mr. Hughes had been elected President four years ago instead of 

Mr .. Wilson. 

The Federal Reser~e Act may not be 100 per cent perfect) but 

it works well and needs only such minor amendments as suggest them

selves from its administration from time to time. No changes will 

be nade in its main features for many years1 if ever, in my opinion) 

unless Socialists or some other radical or destructive party should 

gain control of the country - which I don 1 t expect will happen in 

my time or in yours~ 

9/10/20 

I 
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Addressing ~he West Virginia Bankers Association today, 
Hon. E~d Platt, VJ.ce Governor of the ]'ederal Reserve Board, 
took occasion to answer so~e of the criticisms tbat have recently 
been made of the administration of the Federal Reserve System. 
Although but recently appointed a rr:.ember of the Board, Mr. Platt 
has for years been in close touCh with its work. He was elected 
to Congress from New York in 1913 (the year of the pass~g~ of the 
Fede:al Reserve .Act) and was ass~gned to the Banldng a..YJ.d Currency 
Co~ttee which gave such exhaustive consideration to the large 
number of bills from which the Federal Reserve Act was evolved. 
When the Republicans attained a majority of the House he was 
chosen Chairman of the Committee and served as Sllch up to the 
date of his appointment to the Board. As he is the only Republican 
member of the Board, his remarks are of peculiar interest at this 
juncture. He said: 

"On the whole, the policies of the Federal Reserve Board 
and of the Federal Reserve Banks seem to be working well. In the 
face of an enormous and unprecedented demand for comrr.ercial credit 
the reserves have held pretty steady wi-th only slight declines 
week by week. There a-ppears to be credit enough for all legi ti
mate demands wi th011t encroaching on the legal reserves. but no 
surplus for speculation, or for profiteering, or for holding any 
v.nusual amount of harvested crops from the market. Though the 
percentage of decrease of reserves each week has been in tenths 
there }lae been a s~d~ decrease each week since July 2_3rd. It 
should be remembered that the Reserve Banks of the crOp n:oving 
sections are being sustained today chiefly by help from the Boston 
and Cleveland Reserve Banks. New York has helped until recently, 
and Philadelphia and San Francisco still are helping some thr,ou.gh 
purchases of acceptances from the West and South. The Boston 
Reserve Bank is charging its own member banks 7 per cent for re
discounts of coiDir.ercial paper and is loatling its surplus to 
Western and Southern Reserve Banks, which make most of their 
rediscO'Illlts to member banks at 6 per cent. That doesn't seem 
cpi te right. In accordance with strict business principles, or 
with economic principles, if you like that term, the rates ought 
to be highest where the demand is greatest. Boston's SUI'l'lus of 
credit comes partly from dnll business, textile plants closed 
down, etc. and there is naturally some grumbling at its high 
rediscount rate maintained at present largely for the benefit 
of the rest of the country. It should rDt be forgotten that the 
regional reserve system is not exactly the same as a Central 
~eserve Bank with branches. When considering the present situation, 
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furtherrrore, it is well to bear in mind that as a result of the 
high (7 per cent) Reserve Bank rate in New York and of curtailment 
of loans for speculation the stock market is absorbing a. billion 
dollars less credit than last fall, and that billion dollars is 
n~w in use fjnancing the rr.ovement of crops, and financing produc .... 
tlon generally. Securities, including Liberty bonds are at a 
very low point - the only things in the count.q that ~re really' 
cheap, judged by pre-war standards. 

As I have said, some of the surplus of credit in Boston 
which is now helping Federal Reserve Banks in the We~t and South 
results from dull business in manufacturing lines, and the same 
is true of Cleveland and Philadelphia, and to some degree also of 
other districts where there is much manu.facturi.-"lg. There is evi
dence that we have entered upon a period of readjustn:ent of values. 
The people have rebelled against the ever mounting prices and have 
so diminished demand for many articles, particularly clothing and 
shoes, that some factories have been compelled to close or run 
on part time for lack of orders fot the time being. This has been 
charged as due to restriction of credit, but I think there ·is evi
dence that the moveffiertt is deeper and more wide-spread. There has 
been a decrease of prices all bver the world to some extent. It 
began, I think, with the collapse Qf the silk market in Japan in 
the winter and early spring. The big drop in taw silk was natural
ly followed by a drop in wool and in leather, and the movement 
spread from one thing to another. How far the price recessions will 
go remains to be seen. A lower range of prices will ease u~ the 
credit situation considerably, but will at the same time perhaps 
increase grumbling and criticism. We have all complained of high 
:prices and of the high cost of living and have charged inflation, 
profi tearing, etc., but we all like to see somebody else 1 s prices . 
go down. When the prices of things we ourselves sell or produce 
also go down -why, that's all wrong! 'We cantt sell them below 
the cost of production, dontt you know.' People like to find a 
"goat" somewhere to blame when things go against them, and sorr~ 
of them, perhaps naturally enough turn their criticisms against 
the Federal Reserve Board or the Federal Reserve Banks. The wa:t 
taught people to loOk to the Government for everything and now-a
days when a man canlt "hockn his last winter•s overcoat for as 
much as he thinks it ought to bring he writes to the F. R •. Board 
and saye- it is outrageous that money is so tight. 

Without the Federal Reserve System, or some similar 
central banking system, I think we shall all agree, the war could 
not have been financed on a. gold basis, and the system has - very 
:properly been described as a wonderful success. It has been ably 
administered, but we must not forget that the system is still on 
trial. It has never yet had a chance to function normally and has 
only within the past year begun to be a determini~g influence in 
the stabilization or regulation of credit. The war thrust upon it 
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enormous business, of a kind not contemplated when. the Act was 
passed - a business based not u.pon self-liquidating corrnr.ercial 
paper but upon governrner.Lt. bonds, and at rates a,".)normally low con-

.sidering the dereand. As the Bcardts last report says "In order 
that the n:ember banks might carry the b1U'den of undlgested 
Government securities they we't"e obliged to rediscow:.t w:i. th the 
Federal neserve B<:,nks and. :::.:n order that such redis~?.:~:-:.·~:.5 .. '1g should 
not involve them in heavy loss it was essential that as long 
as the banks were lm'ldil:lg to bond subscribers at coupon rates the 
rediscount rate sbould be related to the bo:1d. :ts,tes. The redis
count rates of the Federal Reserve Batiks, therefore, instead of 
being h;_g:Qer than the ma't"ket rates. as in theory and normal 
practice they should have been, were made 12"& than the market 
rates." This enforced departure from sound banking principles 
necessarily led to enormous expansion of credit .. or :infla.t:i..on, 
if you :prefer that term, and i;he problem has been eve.,· sir..ce hOw 
to get away from it. Of course it is entirely contrru·y to the 
principles on which the Federal Reserve .Act was found1.:Jd to make 
loans on bonds, aven if gove:c:ament bends, at lower raiies t.han on 
com:nercial paper, yet in some districts we azoe still doing it. 
Andirtiirectly we are issuing currency based upon t.hose bonds, 
though that was one of the vexy things the 1'ed:3:i.~al Reserve .Act 
was expected to put a stop to. The c,Jrre:acy contemplated i,n the 
Act was to be issv.ed only vl)on the :redis~cv.nti'1g of short-time 
paper growing out of actual ·ov.siness transs:::tions, paper that was 
expected to be self-li (irtidat:l..r.g when the t.rar,sar.tions were com
pleted by the sale of goods. The w!1ole scher.:e was upset by the 
flood of governrrent sect::ri t:i.es, and flU'thermore central ban'king 
principles and p:-actice being ~n.familiar to most of our business 
men and bankers, a great many people got the idea tha·i:; FecleJ.•al 
Reserve Bank rates shuuld be :pe:rrr;ar.e:;.1.tly lo·Ner than market rates, 
so as to make rediscO\.'l1t.in.g Sil:.t.raeUve and profitable to the rr.em
ber banks and so as to make the bo;,.·::.-ow:ir..g cf money for any and all 
purposes easier, and mar .. y also got the idea that Mbe!'ty bonds 
should be carried indei':i.ni tely at the coi.l"pon ra·!;es. It is not 
necessary for me to sa~,. to a."'l au.(l:tence of bar.ikers thai; if tl1e 
Federal Reserve System sh011ld be cond~1cted in accordance wHh such 
ideas the final res·,J.l t wou.J.d be a crash s·ach as we have never had 
before in the history of the country. 

We are now alrrost at the peak of the demand for credit 
and currency caused by the rr.ovement of crops, and it is ea~y to 
see that the situation might have been sed.ous had there not been 
a general increase of F.eserve Bank 1•ates begl!ming about a year ago. 
There was some gr1.1II1blin3 over the increase of ra·i;es on "wa:r. paper", 
but it had to be made and in due time shculd. go fnrther, in my 
opinion, so that there sho·,ud be at least nc preference shown to 
bond secured -paper. The great issues of L:tbert.y bonds are gro.d
ually being digested, going into the hands of investors who intend 
to hold them, and there has been a gradual reduction of loans on 
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"war paper". Apparently about $16, 000,000,000 of Liberty bonds 
and Victory notes have been actually paid for and are out of the 
banks - a re~lly stupendous achievement, whichwe would not have . 
thought possible a few years ago. The Comptroller of the Currency 
brought out this fact in an address before the MaiQe Banker 1 s 
Association in June. According to his figures, there remained 
less than two billions of these securities in the National B~s, 
counting bonds on which the banks were n:aking loo.ns and bonds 
owned by the banks, and he estimated about an equal amount in the 
State Banks and Trust Companies. Splendid as the showing, of saving 
and absorption of Liberty bonds has been, however, it must be 
realized that the four billions left in the banks, together with 
the Treasury certificates, still cause a very serious displacement 
of credit, which can only be made good by continued steady saving . 
and investment on the part of the people~ The high record of . . 
bills discounted based on government obligitions by the 800 report
ing member banks was made in June., 1919, $1., 438.~ 0001 000 and the 
high mark for the present year was made· on January 2nd when these 
banks had loaned $1,289,000,000. The low mark vias August 20th, · 
when these loans to individual borrowers on government paper ~d 
declined to $959, 000,. 000, a decre3.se for this ye3.r of $330,000,000. 
If all banks were included I suppose the decrease would prob3.bly . 
be twice th3.t figure, or about $6001 000,000, showing what seems to 
me very gratifying progress in the payment for bonds.. Some part 
of the decl.ine must be due to the reduction of the outstanding · 
Treasury certificates, but certificates were l3.rgely.held by the 
banks themselves until their interest rates were raisedJ and I 
suppose ~ve not entered very largely into collateral for lo~s 
to individual borrowers from.the banks. Feder~l Reserve redis
counts~ b~sed on war paper reached their high mark on May 16, 1919., 
at $1,863,476.,000 during the Victory loan Cl.mpaign. On June 18th 
these war paper rediscounts had been reduced to $1,231,841JOOO 
or $631,000.,000 less. The remarkable thing is that the reduction 
in war loans h3.s been very much more than made up in incre3.sed 
lo3.ns on commercial paper.. A year ago, on September 5, the Reserve 
Bank rediscounts on commercial paper were only $2121 185,000, about 
one-eighth of the loans on war· paper., which then sto.od a. t 
$1,635.,233,000. On September 3rd the commercial paper rediscounts 
had advanced to $1,412,~5,000, or nearly seven times as large as 
last year at this time, and more than $79s000,000 greater than the 
rediscounts on war paper, though the latter had increased more than 
$100,000,000 from the low mark of $1,231,841,000 of June loth to.· 
$1,332,892,000. Commercial paper re-discounts passed the war paper 
bills in the Reserve Banks for the first time on July 30th when 
they reached $11 250.,613., 000 agp.inst $1,241., 017., 000 war paper bills .. 
They seesawed afterwards for a few weeks but the commercial bills 
seem nov• to have taken the lead peru:a.nently. It should be added 
that the recent increase of a hundred million in war paper 1oans 
1s prob3.bly also to be considered chiefly commercial - bonds merely 
being used as convenient coll3.teral-
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Mr. Platt divided the present critics of the Board 
into classes, as follows: 

said: 

(a) Those desiring lower rates - cheap money -
regardless of economic laws or the reserve 
requirements of the Federal Reserve Act; 

(b) Those declaring that the discount rates of 
Federal Reserve Banks were not advanced 
quickly enough after the \Var financing was 
finished and are not yet high enough fully 
to control credit; 

(c) Those who just criticize on general"princi
ples -perhaps mostly for political effect. 

Dealing particularly with the last rrentioned class, he 

"This third class is not troubled by any particular regard 
for consistency or for laws of any kind. The sarrs persons have 
declared that enormous inflation has been promoted by the Board 
and has been the cause of high prices - pointing to the great 
volume of outstanding Federal Reserve notes - and then when prices 
began to fall they declared that the Board was stifling business, 
refusing credit for production and causing deflation. The chief 
stock in trade, however, of the third class of critics is the 
charge of aprofiteering.n They point to the fact that the net 
earnings of the 12 Federal Reserve B~~s, the excess of earnings 
over current expenses, for the half year ended June 30th totaled 
$68,583,111 or at the yearly rate of 151.2 per cent on an average 
paid-in capital of $91,165,000, and that they made 92 per cent in 
the•corresponding period last year. Well, if you can "profiteer" 
by having your rates or your prices too low, and when practically 
all your profits go to the goverrur:ent as a franchise tax, there 
may be so:rr:ething in the charge. The Reserve Banks before the war 
were not making their dividends, e.s a rule, and one rr:ember bank 
u-p in my old Congressional District charged off its Reserve l3ank 
stock to profit and loss, and said it was no good as an investrrent. 
Profits were forced on the Reserve Banks by the war, and have been · 
made at rates lower than good banking -practice would have dictated -
rates which attracted business instead of stabiiizing credit.n 

In this connection, Mr. Platt called attention to the ex
traordinary nature of Federal Reserve Banks as corporations~ their 
entire capital, surplus and reserve fu.~ds being contributed solely 
by their stockholders - the member banks. Taking for example the 
Federal Reserve Bank of Richmond, he showed that while the bank 
made the first half of the year a profit of 113.6 per cent on its 
-paid-in ca-pital, that profit was hut 7.2 per cent on combined 
ca-pital, surplus and reserve balances. He stated that this matter 
of -profits raised a question that he did not care to discuss today. 

J-1'>.6 lf6 
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He said. however: 

•1 introduced a bill in the last session of Congress 
that wOUld have allowed extra .dividends of not to exceed three 
per cent from reserve banks that had acC1llW.lated the full 100 
per cent reserve, but I should add that D\Y position as a member 
of Congress on such measures must not be understood as neces
sarily indicating my position as a member of the Federal Be
serve Board. You remember that Salmon P. Chase, as Secretary 
of the Treasury, issued greenbacks which later• as Chief Justice 
of the Suprerr.e Court, he declared unconstitutional. It is very 
important that there should be no motive for running the Reserve 
Ballks for the J?Wl>Os~ of making a profit. An extra dividend 
bill, if pas~ed, should be earef'Ul.ly safeguarded. Lower rates 
than_ those at present prevailing would probably bring larger 
prof1 ts by attracting more business~ but the Reserve Banks have 
the custody of y0'\11" reserves ... of the reserves o£ the banks of 
the country, and those resettes Dl\l.§t be cgnserved if tQe ,$utem 
.!s to be managed with &afetzw There mU.st b@, no. insblcemen~ .for 
the expansion of credj t merely for the sake pf profit. " 

As to the critics classified as those' desiring pap 
money, Mr-. Platt said: 

"A very well known United States Senator has reeently 
contributed an article to an industrial journal. published in . 
Bal tirnore, in which he urged that the R$serve Bank rates should 
be lowered to Where they were before the war, or at 
lea.st dtU"ing the war~ In one part of the article he says that 
the policy of the Board has had the en:ect of "breaking down the 
prtce of securities" - which is tant~t to saying that spec
ulation in Wall Street has. been checked - in anothel' place he 
says that "there is no sense whatever in retiring credits which 
are employed in production. " 

Well, obviously if you should open the flood gates 
o£ credit for speculation the price of securities would advance, 
but such an advance at this time would absorb credit needed 
in moving the crops and in productive enterprises. 'the policy 
of the Board has been throughout to conserve credit for produc
tion and orderly marketing. leserve Bank rates mu.st be fixed 
with the purpose of maintaining sate reserves - the reserves 
recpired by law - otherwise we should have such inflation and 
speculation as could only end in disaster. 'l'he Senator urges 
Chambers of Col'tllllerce throughout the country to pass resolutions 
in favor o£ lower rates. Chambers of Coumerce are cgq>osed 
ot business rten and batke:rs who are not as a rule inflationists 
and I shall be surprised if they do not recognize the necessity 
of the application of sound principles - of maintaining sound 
conditions of credit. They know that the banks have been 
meeting all demands for credit .for so~d producti~e enterprise. 
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and have been curtailing credit only for speculation or for non
essentials. They know that with reserves lower than they should 
be, and with loans outstanding far greater than ever before in 
the history of the country there has been no "retirenant of credits 
which are ~loyed in production," where the conditions were sound. 

Personally I can 1 t help having some doubt whether all 
has been done· that could be done to curtail speculative and other 
unnecessary credits. The enormous expansion of all bank loans 
since the end of the war and the fact, already stated, that Federal 
Reserve Bank loans on commercial paper have increased nearly seven 
fold in a year, or about $1,300,000,000, makes 1 t hard to believe 
that all that additional credit can possibly be used in useful 
productive enterprise. Certainly there is no evidence of restric
tion, in these figures, but strong evidence to the contrary. 

The total loans of the Federal Reserve Banks are at their 
hiAAest now - higher than at any time during the war, the highest 
in the history of the &,rstem. All previous records of "total. bills 
on hand 11 were passed in the statement of August 27th, and again on 
September 3rd, and on September lOth. They passed tb£ee billion 
dollars for the first time on the 3rd. The figures are so high, 
in fact, that they seem to constitute strong prima facie evidence 
of undue expansion. 

This brings me to some consideration of the criticisms of 
the second class of critics mentioned above, critics who include 
some of the leading students of econondcs·and a few of the·leading 
bankers of the country. They maintain that the rates of the Re
serve Banks were not advanced soon enough after the war, and some 
of them maintain that they are not yet high enough in all di stri.ct's 
to give the necessary check. to dangerous expansion. I am personally 
of the opinion that these criticisms are useful. The hindsight 
of these college professors and bankers is often better 'than their 
foresight, and l~e the rest of us they frequently find it easier 
to point out mistakes long after they occur than at tlu~ tirr..e. Their 
criticisms often fail also to take into consideration practical 
difficulties, but I agree with them that conditions would probably 
be better today,· if the check to expansion. had been started by a 
somewhat earlier increase of rates after the wa.r. I agree with them 
also that Reserve Bank rates should be higher than they are today 
in some of the districts where the demand for credit is greatest 
and where legal rates of interest are 7, 8 and even 10 per cent, 
as in the sixth Federal Reserve District and in several others. 
Practical difficulties, however, have to be considered. Some 
people, and some banks, got themselves pretty badly overloaded 
with Liberty bonds through patriotic xootives, and mu.st be giv~n 
more time to work out. The habits engendered during the war 
can1 t be thrown off at once, and people must be given time to 
under stand what the purposes of the Federal Reserve System are 
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and what the principles are which IllllSt guide it. If we can 
succeed in keeping the reserves of the System within sate limits 
without again raising rates., it ma;y be better to do so. 

Concluding his address, Mr. Platt stated emphatically: 

"There is absolutely no politics in the administration 
of the affairs of the Board. If the time ever comes when the 
Board yields to partisan pressure and fixes its policies with 
relation to their influence on elections, rather than the se ... 
curity and soundness of the banking system of the country -
then there will be danger ahead. I do not believe such a time 
ever will come. I do not believe the policies of the System 
today would be appreciably different if Mr. HUghe$ had been 
elected President four years ago instead of Mr. Wilson. 

The Federal ReseM'e Act may not be 100 per cent perfect, 
but it works well and needs only such minor amendments as sug
gest themselves from its administration from time to time. No 
changes will be made in its main features for many years, if ever,. 
in my opinion, unless Socialists or sane other radical or de
structive party should gain control of the country.w 
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"THE ?JNCTIONS AND POLICIES OF THE FEDERAL RESERVE SYSTEM11 

The Fede~l Reserve System is now passinb throu~h a crucial 

stage of its existence. Despite the publicity which bas always 

been given to its operations from the beginning and the efforts 

that h3.ve been rrade to explain the principla;;;; and objects of the 

Federal Resetve Act) there is still a wide-spread misun.ierstand-

ing of the functions1 policies) powers1 and limitations of the 

Federal Reserve Banks and of the Federal Reserve Board. 

Tho fund::tr::antal objects in establishir~,; the Federal Reserve 

Bmks, as ,lefined in the short title of the .Act1 were "to furnish 

an elastic currency1 to afford ;:neans of rediscounting cowmercial 

paper) and to establish a more effJctive supervision of banking 

in the United St3.tes". 

The e..-.rariance of the past four yaars has demonstrated the 

expansive power of the Federal R;serve Syste:n~ but a.n elastic system 

of Federal Reserve B~n~ credit and note issue impli~s capacity to 

control ana power to curtail as well as to expand. The ability of 

the System to check undue oApansion and to induce norxal and ·healthy 

liquidation is still on trial. 

The emctment of the Faderal REll:erve law and of. its various 

ar.uendments and tha operation of the Federal Reserve B~nks have 

brouf)lt about changes in our b~nking structure hardly less uarked 

than the economic changes that h'lve been caus0d by the world war. 

C::1sh in vault and b::tlances v1i th banks othar than the Federal Reserve 

B.1nks no lon~er count ::1s l.l.Ytful r;:;serve f c:r t!1e membor banks of the 

Federal Ros.:;rve System: - their entire resarVJ must now be carried 
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with the Federal Ros8rve Banks. The lendill.f power of the :nember 

banks has been greatly increased because of the substantial reduc
in 

tion) ;1:1 more than 50 per cent~,· the reserve they are required to 

carry and because of the phenomenal growth in their deposits) with

out taking intQ account the greatly eAter~ed rediscount facilities 

afforded them by the Federal Reserve Banks and the power 2siv0n 

tho:'" in the Fe~l 'Res·~rve Act to lend their credit oy accepting 

·drafts drawn upon them in ..iomestic transactions involving the 

shipment of goods and in transactions growing out of importations 

and exportations. No one has denied trat our b~d banking system, 

"lvith the rigidity of its currency and ·i,ith the limitations upon its 

rediscount facilities 1 \VOuld have collapsed under the strain w·hich 

would have been imposed upon it by war conditions. Even had there 

been no war. the old system would have ·been urubla to respond to 

the business requirements of the ·present day. 

The Federal Reserve Ba.nl:s, as the. custodians of the ul ti::Ja.te 

banking, reserves of th.;l country1 a:.:; the ;1.ai.nsta.y of the acceptance 

:;::arket, as the agsncias of la~;;t resort in the :ratter of rediscounts. 

and as the medi3. through which so lar,;e and important a part of the 

currency is iai!u.ed, must ah;ays be kept in an absolutely scund and 

strong position. Their strength must be measured by the liquiiity 

and intrinsic value of their invested assets, ·which include redis-

counts for member banks, as well as by the proportion of gold and 

lawful rr.oney to their liabilities. A '-'olci reserve is essential 

to a sound financial system. This percentac,e of res3rve ought 

nor:r.3.lly to be considerably hic)ler than the ?in:l.mu:rl required by laVi 1 
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in order to provide ample margin for :Jdatin.; u..11usually lart:!,e 

seasonal requiraments and unexpected emer[encies, but even ~though 

the res:crve should fall te::1porarily balow le;;,al requirem~;;ntsJ there 

would be r.o occasion for uneasiness provided the :tssets of the banks 

are of tha ealf -liquida tin£:, character 11hich \70uld admit of the rest ora-

tion of t!1e reserve within a reasonable time. It would be folly to 

inflict ;:srious injury upon agriculture1 commerce~ and ~ndustry merely 

for the sake of ::naintair..ing, an arbitrary r!linimum reserve~ but it 

would be still more consu;:nnate fplly to treat a low reserve position., 
brought 
- 'about by an emert,ency 1 as a nornal ba.se from which future 

amer;encies are to be met. 

The avera~e reserve now required of all mtional banks is about 

B per cent of their net deposits. As this r3serve must be carried 

"ith tha Federal Reserve Bank1 it will amount to 8 per cent in terms 

of g,old and lawful ,:10ney., only \·1hen the reserva of the Federal Re-

serve B~nk is 100 per cent of its liabilities, and it is reduced 

pari passu as tho reserve of the Federal Res0rve Bank declines. 

There are some 'Nhc believe that the .minimum reserve required by 

law may be libhtly infringed upon1 for they say "v,hat is a reserve 

for) if it is not to use". Some who hold these views are fond 

of referring to the C3.se of a hospital wher.e all the bods are 

occupied axcept a few which are held in reserve. The ambulance 

brings in a badly injured nan1 who is denied admission upon the 

ground that all the beds are full. The ambulance surgeon points 

tc two or three unoccupied beds and is met with the response 1 

"Those are reserve beds and can net te used". Certainly any 
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hospital under sane ;,.ana,;e;J:Wnt would use thv:.;e i;;;ds in case of 

real emer6ency 1 but would not pJrmit their us6 by strau6ers of 

sound and heal thy :::tppearance who mit;ht have been ur.able to obtain 

hotel accou.znoda tiona) or by husky hoboes who find park benches 

too hard for co:nfort, ilor wo;;.ld a hospital witl1 its cap3.city· taxed 

to the li.nit encourat;a convalescent patients to rerrain a day longer 

t'J:1.an necessary. 

The law fixes the 11:ini.mum reserve to be carried by Federal 

Reserve funks ab'linst their note issues at 40 pur cent. and against 

their member banks'deposits at 35 per cent. It permits tenporary 

suspension by tha Federal Reserve Board of th~se minimum reserves 

under certain 'i:,raluated penalties) but in order to illustn.te the 
danger of re[arding the 
legtl minimum as the nornal base fi·om which to ; operate. I would 

like you to consider \·;hat would be the outco:;;;e if \ie had to meet 

another emere;ency such as war, with Federal Reserve Bank reserves 

a. t their present level. Ylhen a st;;;j. te of v1ar was daclared on April 

6, 1917, the co;nbinad reserves at;.ainst deposits and r...ote issues of 

all Federal R3sarve Banks averagod 84.7 per cent. Due to this 

condition the United States was able to meet all financial obli~-

tions incurred without any impairment of its own ability or of 

that of the banks to redeem currtJncy in 2:0ld) thus preservin[ the 

parity of all forms of money in circulation. This was an achieve-

;:nent impossible of acco::r.plishuent Jurin!:; the Civil WarJ when current 

prices y;ere quoted in ter;as of irredeer.:ablt: papar .n.on<:ly) ·which was 

not broug,ht back to a parity with ~Sold until f ourt3<::n y.sars :::tfter 

the close of the war. 
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Early in January, 1919, shortly aft3r the armistice, the 

combined reserve .. : of tho Federal Reserve Banks was 51.3 per cent 1 

showine.; a diminution of 33.4 per cent frow the date of our country's 

entry into the war. The gold embargo was removed in June, 19191 

when b.rge amounts of &,old held for fo.reiJl account were released. 

Even after this the reserves stood at 51 per cent on September 26th1 

after which date they showed a steady and continuous :iecline to 

44.8 per cent at the close of the year. 

During the last six months of the yaar 19191 tendencies 

towards unrestrained extravag.'lnce and abuse cf credit were r"'.anifest 

all over the country. It becaxe evidef.~.t that the rediscount facili

ties of the Federal Reserve Banks were being used too freely and that 

unless corrective measures were applied the situation would beco:xe 

exceedingly dangerous. The rediecount rates of the Federal Reserve 

Bmks were much below the market ra.tes for money J thus affording 

member banks an opportunity for profit in their rediscount trans

actions) and making it eAceedingly difficult to keep in check 

borrovdne::; demands made upon them. The Federal Resei·ve Board and 

the Federal Reserve B3.nks1 while recognizine, the necessity of hold

ing these dangerous tendencies in check by means of a reasonable 

and eftective control of credit in order that its flow mi6 ht be once 

more regulated and related to the economic welfare of the country 

and the r£eds of its producing industries, were reluct~nt tc take 

any precipitate action. It was realized Hat productive industries 

are profoundly affected by credit conditions) that modet·n business 

is done on credit and that the mood ~nd te~per of the business 
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comn,anity are deeply affected by the state of credit and n:a.y be 

easily disturbed by ill-coLsidered or hasty action. The test of 

the functioning of a credit system m~st be found in what it does 

to promote the production and distribution of goods. It is well 

understood that too rapid or too drastic deflation would defe.a t the 

very purpose of a well resulated credit system by its unsettling 

effect upon productive iniustry. On the other hand~ overproduction 

at high cost on expanded credit would be a t,ra ve mem ce. The Federal 

Reserve authorities reco91izod the importance of avoiding extremes 

and their energies were therefore directed more particularly to the 
for 

prevention of further expansion non-essential purposes and to 

the gradual and orderly liquidation of non-essential loans. The 

predomimnt idea was not necessarily to re.:iuce the loan accounts of 

the banks of the country but to bring about suc·h a readjustment in 

them as would ul ti:ra tely lead to a restoration of a proper balance 

bet~aen the volume of credit and the volume of concrete things1 

which credit halps to produce and which are the normal basis of 

c.redi t. The Board believes that this equilibrium can be .restored 

only by speading up the processes of production~ by the orderly 

distributicm of goods~ by the avoidanca of excess;ive consumption 

and by the increased accumulation of savine,s. 

On several occasions~ before chanc.:,es wen1 .-rada in tha discount 

rates of the Federal Resarve Banks1 the Faderal Res2rv2 Board 

brought these w.a tters to the attention of tho public vi th a view 

of testing thoroughly the theory that the crGdit situation could 

be controlled Yii thout advar"cing the discount ra tos of the Federal 
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Reserve Banks. But because of Ute exhaustion of capital throu.€)1-

out the viorld and of the univ~rsa.l derrand for credit, it soon 

developed th3.t this was Lnpossible. Re1.t0s were advancE:d slightly 

dutin;; November, 1919 and again on January 23, 1920, approxi11l3. tely 

to their present level. Tho ratas established, however, were still 

considerably lower than current uar1~et rates. It became evident 

early in the spring that no red1..1ction in the total vol1..1me of loans 

was taking place, and that ~~ess a more discriminating jud~ment 

was used by member banks in granting accorr.modations, the country 

would be confronted with a real crisis durin§> the crop movinf, periodJ 

into which we have r:.ow entered. 

At a conference held last May betw::;:en members of the Federal 

Reserve Board, members of the Federal Advisory Council and the 
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Class "A", or bankor, directors of the Federal Reserve Banks, there 

was an exhaustive discussion of the banking, and financial situation. 

In presenting to the conf ere nee an outline of the Board 1 s vieHs, 1 

pointed out that sinseJune 30, 1914, there had bsen an expansion of 

bamkins credit in the United Sh tes, properly attributable to the war, 

of $11 1 000_, 0001 000, and that during the same period there had be~m 

an increase in the volume of money in actual circulation of about 

WbFn it is consiler.;;d that our Gcvern1I.ent during 

a period of thr.ee years floated $26_, 0001 COO, 000 of securi tiGs to meet 

war requirements, the crodi t expansion which had taken JPh ce could 

not be regarded as excessive or alarmirlb when viewed. from the stand

point of war necessity. Attention was called however to the continued 

Gxp:msion which had taken place since the flotation of the Victory 
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Loan in May, 1919, in the face of a denea:!::Jd production cf .essentials. 

In ord.:;r that y.ou nay undorsta :r.d the Boa.'d 's viewpoint of some 

of our major problems last rtay, I sba.ll quote literally from the 

statement pres0nted to the conference. 

"It is this tenJ.ency of production to decline, p-articularly in 

some ossential linas, which constitutes a very unsatisfactory element 

in th0 present outlook. It is evident that the country can not con-

tinue to adva nee prili\~.,. and wages, to curtail production, to expand 

credits and to attempt to enrich itsdf by non-productive operations 

and transactions 1vi thout f osterins discontent and radicalism, ::Lnd tba t 

such a course .. if pol'sistod in, '.-iill ;;;;vontually brin§:, or. a real crisis~ 

"Th;; f::Lct rr.ust b.;;; recognizad that how0ver :iesirable on _;snsral 

principles continuod expansion of trada and industry may be, .such 

developments must accommodate thems31 V8s to the a.ctual supply of 

capital and credit availabl~. 

nEvory ef f crt should be 1nade to stirr.ula te necessary production, 

and to .avol$.-aste. V/ar v:aste and war financin6 result ~nevi tably in 

diminished supplbs of goods and inue::Lsed volume of credits. The nor-

m3.l ralationship bet\;,,en tne vol...une of soods ::~.nd th<:i volume of mot.ey 

and credits thus unsettled can be restored in c:ither of tno "i.:aysj one, 
ths drastic method of contraction of cr0dit, and th0 other, by far the 
more desirable way, increased production. In the same -.ay :r;ros,ress to
vards the restoration of the normal rola tionship bet>.-een g,oods and 
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crodit may be 1nade by reducing, cr.;dit more: rapidly than production is 
diminished, or by increasine; production at a. or~1.ter rate tt.an credit is 
expanded. If it should prove impracticable in the e.<isting, circumstance.:> 
to increase essential production, then we wust. tnrou;;h economy in con
sumption and through moiera tion in the use d credit check tho tcndoncj· 
to-v;ards a further v!idening of the mart,in between 0 0ods and crodi t. 

"Our problem, therefore, is to ch0ck h'.rther exr::Lncion and to bri."'.f 
about a r.orma.l and haal thy liquidation vJi thcut curtailing essc:m,.ial 
production and vdthout shocl{ to industry, and, as far as possibl0, -;;it~l

out any disturbanco to legitimate commerce and business. 
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''Regardless of the eXtent of its le ':d.l IiO\!e.rs, it ·vo :.ld bc: c:. 

:--.~os t ·iifficul t L.sk for th::J Fedc:rc.1.l :a.eserve Bo~crd to J. t.':erq:t cy 

generc~l n.:le ,:.:f co,mtry-·aile .,:;;plic--.tion to iistir.~.guish b3tween 

11 essenti;:;.l' c.ni 1 non-esssmtic.1 1 loans. Du,rin:: tL.e ·.var there was "' 

bro~d -;_mderlying principle t!:.a.t essentials r.:ust be 1neces;s.;;.ry or 

contributory to th:; conduct of t:Ue w,1r 1 , O'J.t not•vi t:U.star.~.din~ the 

s:C.J.rp outline of this rrinciple rr.ucl: di ~ficulty w2.s experi,;nced 

by the Vci.rio•J.s war boards in iefinin:<; es::entL,ls .:..ni no:-.-essentL,ls .. 

It would oe all the more diffi~ult for the Feieral Reserve Bo""rd td:> 

make sucl:i. ~ gen•Jral iefini tion nov11 1::C.en t1:;;re is no lon~~er tn.;.t 

~rpose ::.s a :_uid.e. 

"Sec':: ion 1~) o: tl:.e :9'ederc..l Reserve Act in defining the 

eligibili t~· of p;:;.per for iiscount by Federc.ol Reserve B..,.nks lays 

do·vn tl:e gen;r3.1 rule th""'t any pap.2r nat··.:.ring .. ,i t!:.in ti::e time 

prescrioei, ...1.rd issv.ei or draM for commercial, agricultural or 

industria.l purposes, or the proceeds of 'llhich h"'ve been· used or are to 

be used for such purposes, is eligible. No express condition is made 

regarding the essenti~l or non-essenti&l character of the transac

tion giving rise to a note which may be offered for discount, and the 

Federal Reserve Board is not required and properly could not be 

expected generally to adopt such a criterion of eligHility. It is 

too much a matter of loc~l conditions and local knowledge to justify 
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at this ume any general country-·.vide ruling by the Board even if such 

a ruling ~ere deemed helpful. 

"On the other hand, there is nothing in the Federal Reserve Act 

which ~qU.iaa a Federal Reserve Bank to make any inV'estment or to 

rediscount any particular paper or class of paper. The directors of a 

Federal Reserve Bank are, however, required by law to administer its 

affairs 1fairly and impartially and without discrimination in fa·1or 

of or against any member bank'~ and subject to the provisions of law 

and the orders of the Federal Re~erve B'oard to extend 'to each rr.ember 

bank such discounts~ advancements and accomodations as may be safely 

and reasonabl:; made With due regard for the claims and demands of 

other member banks'. Thus the directors of a Federal Reserve Bank have 

the power to limit the volume and aha.racter of loans which in their 

jud~ent may be safely and. reasonably mad.e to any member bank. 

"It is the view of the Board~ hO\'feVer, that ·Nhile Federal Reserve 

Banks r.uight properly undertake in their trans<3.ctions with member banks 

to discriminate betvveen essential and non-essential lo;:;.ns, nevertheless 

that discrimination could much better be ~de at the source by the 

member banks themselves. The mdividua.l banker comes in direct contact 

with his customer; he is better qualified tha'n anyone else to advise 

him because of his familiarity, not only ·Ni.th the customer's business 
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but with general business conditions and needs in his immediate locality. 
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He is entirely free to exercise ditiCretion and can make one loan and 

decline another as his judgment .r.r..J.Y dictate. He can estimte with a 

fair degree of accuracy the legitiY.ate de~.La.I:ds for credit !kl.ich are 

liable to be uude upon hiwJ as well as~ the fluctuations in the 

voluwe of his dc;posi tz~ He knows what industries sustain his cornu.u11ity, 

and is thus qualified to pass u:;::on the e ssenti::.tl and non-essehtial 

character of loans offered him. Be knows, or should know 1 what 

rediscount line he may reasonably expect of his Federal Reserve BankJ 

and he ought not to regard this lir1e as a permaneut .:..ddi tion to his · 

capitaL With imowledge of the liwi tations or penalties put upon his 

borrowings from the Federal Reserve Bank the banker r:..ust be depended 

upon to use a more discrilllinating judgment in gr:J.nting credit accorco

dations to his custoDers. 

"It is true that under e:i:isting conditions the volurre of credit 

reY.uired in any transaction is tuuch greater t:tan was the cas~ in pre

war ti~es, but it is also tr~e t~t the resources of the member and 

nan-member ba.nke .• vould be ample to take care of the essential businese. 

of the country and to a large c.xtE:nt of non-e3sentialsas :vell if there a 

were a. freer flo·n of gooets and credit. If 'frozen loans 1 were 

liq_uefiedJ and if aol.Q!r.odi ties which are held ba.:.::k either for s~eculative 

purposes or becuase of lack: of transportation facilities should go t;o 

the markets, and if large stocks of hl rehandLe should be reduced., the 

resultant release of credit v·•oulJ. have a JL.Ost ben€ficb.l effsct upon the 
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general situation. In the memtime e-varything must be done to expedite 

the release of these credits and to restrict non-essential credits in 

future. 

"While the problem of credit regu1ation and control is national 

and e-ven international in its scope, yet in the last analysis it is 

rrerely an aggregation of individual problems, and the proper ·norking 

out of the situation must depend upon the public and upon the bani'·; 

which deal Nith the public. The }Ublic should realize the necessity 

of econcm:;r. in expendittl.res and in conseq,uent deuJands for banking 

cre1it. The banks themselves are best able to in1press the 

importance of this policy U}On the public, and both must do their part 

in accelerating the processes of production and distribution and in 

restricting •vaste and extr6·~.gance." 

The policies outlined by the Board have, generally s~eaking, wet 

with the approval of solid banking and business sentiment, and there 

h3.s been since last s:r;:.ring a marked iJIJF'l"~·vewent in the credit situa

tion. This is due to the batter character dnd greater liquidity of 

bank credits rath~r than t.,:, any actual decr:::ast: in the volume of· 
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credit. As a ~tter of fact~ the expansion in loans and currency during 

the past twelve months has been greater than for any lika pGriod in 

the history of the country ·Nith the single exception of the }:eriod 

between Se:r.;ternber 1917 and Se;;temb~r 1918 when w;;; were in the midst of 

the war. 
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I wish to caL1. :vour c.ttantion to d. -::omp""rativ~ statement sho·,.,i.ng 

certain it;:::ms of resources .:u:cc liabilities of the Federal Reserve Banks 

as of the last Friday in August, 1918, 1919, and 1920. 

Total Gold Ressrves 

Legal T~nder Notes, Silver, etc., 

Total Cash Reserves 

Bills discounted securea by 
Goverruuent War Oblig.::itions 

All others 

Bills bought in open warket 
Total bi J.ls on hmd 
(Long-Term Securities 
(United States Governm:mt Bonis 

Victory .Notes 

Auf:"'.I"it )0;~:1~13 August 2'?~ ~~st 27,1920. 

$2,01), 794,000 $2,0o6, 783,000 ~1,971,825,0C:C 

'15 6 I 002 z OIJCJ 

531,862,000 205,338,000 1,352,297,000 

_u~~603,000 _._l6J.~J38,000 
1,660,798,0CO 2,178,272,000 

' 30,350,000 27,096,000 

198,000 

. 321,965,000 
2, 989,092 ,C'!OO 

26,810,000 

69,000 

Treasury Certific _,.tes of Iniebted.~. 25,772,000 
:aess 

24),411,000 

All other earning assets 

Tot~l earning assets ~.716,987,000 2,448,977,000 3,289,672,000 

Government Deposits 

Feder~l Reserve Bzill~ notes 20,687,000 219,81),000 200,793,000 
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These figures show that the banks of the cour.try and the Federal 

~~serve 1ariks have functioned well in meeting business requirements~ 

While the process of bond distrioution and liquidation of loans secured 

by Government obligations has ~roceeded steadily, there has been a large 

expansion of con::-• .a"'cial loans.. This expansion would be disquieting if 

the character of the loans was not understood, but as long as the ad-

vances are made on Short time and for essential purposes in connection 

with the processes of production and distribution of goods, there is 

no reason for apprehension. There has been little change in the actual 

reserve held by the Federal i~serve ~~iks during the past two years; 

but the total amount of bills held by them has increased from 

$1,660,798,000 on August 30, 1918, to $2,178,272,000 on August 29, 1919, 

and ~2,989,092,000 on August 27, 1920, the increase from August 30, 1918 

to August 29, 1919, having been $517,474,000, and from August 29, 1919 

to August 27, 1920, $810,82-p,ooo. The total arrount of bills held by 

the Federal :tes~rve Yanks c.1 January 23, 1920, the date when the present 
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rate schedule became effective, was $2,729,247,000 so that the increase · 

from that date to August 27, 1920, has been .f259, 845,000. 

This increase in loans of the F~:Jderal leserve l3 anks during the past 
t 

year is a net increase desnite a reduction in bills secured by Govern-

rr.ent war obligations of $294,466tOOO and of bills bought in open market 

of $41,173,000, the increase in all other bills, including corrJrercial 

rediscounts, having been 4:1,146,459,000. 

On Augu.st 30, 1918, Federal Beserve notes in actual circulc;Ltion 

~~ounted to $2,092,708,000, on August 29, 1919, to $2,530,629,000 

an increase of $487,921,000, and on August 27, 1920, to t,3,20J,637,000,. 

, an increase during the -past year of $623,008,000. Since the end of 
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August, this year, the crop moving demands have accelerated, and 

Federal ~eserve note issues have increased at the rate of from 

$30,000,000 to $40,000,000 a week, and bills discounted and bought by 

Federal ~serve !tanks at the rate of about $50,000,000 a week. The 

increase in the volume of Federal ~eserve notes outstanding from 

January 23, 1920 to August 27, 1920, was $36.0,000,000. 

Your attention is also invited to the followi~ statement giving 

some of the figures furnished by a number of banks, including all of 

the more important member banks in the Federal reserve and -branch 

bank cities and clearing house cities throughout the country. F'or 

convenience they are designated as "reporting rr.ember ba.l'lks 11 • Their 

resources are estimated to be between 65 and iO% of the resources 

of all member banks and between 35 and 40% of all comnercial banks 

in the country. 
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REPORTING MEMBBR ..BANKS. 

§~ptembcr ~. 1919 September 3, 1920 

Number of Reporting memb~r b~nks 774 819 

Liberty Bonds $&36Jso4,ooo $604,105~000 

Victory Notes 316,489,000 192,778,000 

Certificates of Indebtedn3ss 1 .. 334,416,000 422;050,000 

U. S.Bonds securing circulation 269, )9), COO 268,906,000 

Total United States sacuritics ovmed $2,557,1021 000 $1,487,8391 000 

Loans secured by Gov0rnment ( 
obligations (x) 1, 294,285,000 695,291, 000 

Loans secured by stocks and bonds other 
than United St·"Ltes securities 2, 956,596,000 3, 044,120,. 000 

All other loans and investments (x) 

Total loans ~nd investments, 
exclusive of rediscounts 

Total loans and investments, including 
rediscounts with F. R. Banl=s 15,530, 967,000 i6, 927,978,000 

Resorvs balances with F. R. Banks 1, 342, 058) 000 1, 3 94, 957, 000 

Cash iri vault 365,330, 000 349,505, 000 

Net demand deposits 10, 901, 999, 000 11,252,334,000 

Time deposits 1,921,549,000 2,767, 782,000 

Government deposits 686,443, 000 61,755,000 

Bills payable with F. R. Banks 

Bills discounted with F. R. Banks 

(x) Exclusive of b.:i.lls rediscounted with other banks 1 including F0deral 
Reserve Banks. 
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The figures given in the foregoing table for September 5, 1919, 

were furnished by 774 rr.ernb'3 r banks 1 and those for Septemter 3, 1920, by 

819 rn~rnber banks. United States securities owned by all reForting 

member banks on September 5, 1919, amounted to $2,557,102,000 against 

$1,487,839,000 on September 3, 1920, a decrease of $1,069,263,000, 

of which $156,410,000 represents the permru~nt distribution of 

Liberty Bonds and Victory Notes to the investi~g public and 

$912,366,000 the decrease in the amount .of Treasury certificates held 

by the reporting 't;.~lk;s. During the same period the loans of theSf 

banks secured by Government obligations (ex;clusive of rediscounts) 

declined from Sl,294,285,000 to ~695,291,000, a decrease of 

$59!3,994,000. .An increase of M7,524,0CO in loans. secured by stocks 

and bonds other. than United States securities is not significant, 

but all other loans and investments, which include con:rn.ercia.l loans 

(exclusive of rediscounts), increased from i8,425,179,COO to 

$10,266,315,000 an increase of $1,861,136,000, or 22.1 per cent. On 

January 23, 1920, the loans and investments {less rediscounts) of the 

reporting member banks, exclusive of loans secured by Government 

obligations· and by other stocks and bonds, amounted to $9,505,927,000. 

The increase in these loans from that date up to Septernbe r 3, 1920, 

has been ¢7!30,388.000, being an increase of 8.2% fur the perio~. If 

the increase is figured on the amounts of loans, inclusive of re-
• 

discounts with the Federal Reserve Banks, the increase since that date 

works out at ¢1,252,379,000, or 12.3 per cent. 

8 07 _}V, 
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As shown in the table, total loans and in7estrr.ents (exclusive of 

rediscounts) of these re:porting member banks show a net increas: for 

the annual period covered from ,~15, 233,162,000 to $15, 513, 565,000, or 

$280,403,000, If the larger amounts of rediscounts with the Federal 

Reserve Banks on the more recent data are taken into account7 an in-

crease of ~1,397,011,000 from $15,530,967,000 to $16,927,978,000 is 

shown. Reserve balances with Federal Reserve Banks and cash in vault 

show a negli3"ible incre;ase of but $37,074,000, on the two items com
deposits 

bined,. while net denandjof these reporting banks increased from 410,901 T 

999,000 to $11,252,334,000 or $350,335,000. 

(Note; Increase of time deposits due to a very large extent to admis
sion of California State banks and Trust companies with large 

savings deposits.) 

During the swr:.e time Governrr.ent deposit'a held 'by them declined from 

$686,443,000 to ~~61, 755,000, a loss of $624,688,000. Bills payable 

with Federal Reserve Banks, consisting :principally of member banks' 

collateral notes secured 'by Governrr;ent obligations, an.ounted on 

September 5, '1919, to $1,147,401,000, while on September 3, 1920, they 

had declined to ~736,692,000, a decrease of !360,709,000. On 

September 5, 1919, the reporting member banks showed bills discounted 

with Federal Reserve BQnks (this i tern inclu.!es corrniercial paper of . 
variQUs types) amounting to ~297 ,805, 000, ~cl. on Se"<itember 3, 1~20, 
$1,414,413,000, an increase of $1,116,608,000. The total accomrr.o
dation received by these member banks from Federal Reserve Ban.l::s, 
being t1:8 sum total of bills paya1)le and bills rediscounted, arnounted 
on Septerr.'ber 5, 1919, to $1,445,206,000, and on September j, 1920, to 
:t2,201,105,000, an increase of $755,899,000. 
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It is known that as a direct nsult of th:.:- discount policy of 

the Federal RJserve B~nks there ~s beJn ~ very larb0 decrease in 

the amount of speculative ~nd non-cssenti~l loans1 ~nd it is 

believed that the incrGase in thv loan account of these reporting 

member banks has been due l:::.rgely to ~ response to L·;g,itLmte 

agricultural 1 comnercial and industrial r9quiremants. 

The rapid expansion in loans which is just no>• t.l.king place 

is due 1 undoubtGdly 1 to crop moving, requirJm,:mts. SJV.m Fed:Jral 

Reserve B~nks ::tre nOYi' rJdiscounting pap0r with thrJa other F;;deral 

Reserve Banks1 and at the close of business on Septemb0r 91 19201 

the Federal Raserve B~nk of Nav1 Ycrk had rediscount.:;d vith other 

Federal Res0rve ~nks bills raceiv:tble amounting to C351 2501 000. 

The Federal Reserve B~nk of Richmond has rediscounted 8201 0001 000; 

Kansas City~ $181 9021 000; ~nd Dallas1 $371 6181 000; making a total of 

rediscount transactions of ,~1901 685,000. Of this amount th0 FJderal 

Reserve Bank of Boston ~dvanc3d $76,195,000; tho Federal Ras0rvo Bank 

of Philadclphia1 $4,000~000 and the Federal ResJrvo B~nk of Cleveland, 

\lith the exc0ption of N0w York all of thu borrov1ins FGde~l 

Raserve B~cl(s are loc~tJd in ~&ricultural sections. Th6 Federal 

Reserve B:mk of NJw Ycrk is the f,reatest single supr-orter of the 

accepta.nce riRrkct and it is known that member banks in N(>;-; York City 

ar0 lending hsavily just now to country banks in thJ farming sections. · 

Consequantly it is not 

8 qg _h_;. 
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overstating the case to say that ail of the Fcde<al Reserve Eank 

inter-bank borrowing is for crop moving rurposes. 

Your attention is c.:,lled to a staten:ent of bills discounted 

by Federal Reserve Banks in the South and West which represent 

advances in support, directly and indirectly, ~f agricultural and 

live stock interests. 

810 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



X cOOS · 

BILLS DISCOUN'l'ED BY FEDERATJ RES~RVE BPNRS IN THE SOUTH PND WEST 
WH!OI RFn!lESEl\l'T' ADV /INCES IN SuPPORT DIRECTLY OR INDI11FC"PLY OF AGRICUt'T'URf.L JIND LIVE STOCK INTERESTS· 

1 2 4 : 
:Bills discounted Discounts di- :Estimated amount of Total estimated 

Fsderal :for rr,embers out- ~rectly in support :discounts indirectly: amount of dis- Ratio Ratio Ratio 
Reserve :standing Serterr~ ~of agricultural :in support of agri- counts ·in sup~ort of of of 
B~nk ber 3, 1920. :anU livestock in- :cultural and live of agricultural 2 to 1 3 to 1 4 to 1 

terests, :stock interests. and live stock 
interests. 

" 
Amoun'ts in thousands of dollars. Per cent Per cent Per cent 

Richmond· 128,4ll 16,000 19,000 35,000 12.5 14.8 27.3 
tt1anta 150,612 17,508 (a.) 18,213 35,721 11.6 12.1 23.7· 
Ci.1icago 448.855 (b) 142,000 (c) 75,000 217 ,ooo }1.6 16.7 48.3 
St. 'Louis {d) 131,900 29,000 22.0 
llinnea.polis 103,618 58,0CO (e) 10 ,coo 6~,000 56.0 9·6 65.6 
.Kansas City 131,238 78,500 59·8 
D!'tllas 112,280 33,452 22,688 56,140 29.8 20.2 50.0 
San Francisco 162,559 38,300 (f) 57,200 95.500 23.5 35.2 58.7 

(a) Includes ~13,200,000 ~v~~ced against Government war securities to banks in strictly agricultural sections. 
(b) " loans made directly or indirectly to banks in strictly agricultural sections. 
(c) T,otms to industries directly allied with agriculture. 
(d) Figures for August 13 to which date estimate of $29,0CO,OCO of loans for agricultural and live stock purposes 

applies.· 
(e) ftdvances against Government war securities. 
(f) Includes ~24,300,000 advanced against Government war sec'uri ties. 
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Of the total amount of bills under discount as of September 

3, 1920, the Federal Reserve Bank.of Richmond estimates that 27.3 

per cent were in support of agricultural and live stock interests. 

The Federal Reserve Bank of ~tlanta e3timat3s its percentage of ag

ricultural and live stock bills to be 23.7 per cent, and this does 

not include the large amount of export bills discounted by the New 

Orleans Branch Federal Reserve Bank. At Chicago the percentage vf 

paper rediscounted in support of agrict.:ltural 'and live stock 

interests to total bills held was 43.3 per cent; at St Louis, 22 

per cent; at Minneapolis, 65.6 per c~nt; Kansas City, 59.8 per 

cent; Dallas, 50 per cent, and at San Francisco, 58.7 per cent. 

The total of bills discounted for member banks by th8se eight 

Federal Reserve Banks on September 3rd vvas ~1,38), 673,000. 

As non-member banks cannot rediscount with Federal Reserve 

Banks and as by far the larcser part of the loA-ns of member banks 

are made out of their own resources, it is evid.ent that the total 

of bank accow.modations to agriculture and live stock interests hre 

far greater than the amounts rediscounted at the ]er'teral Reserve 

Banks. As a majority of these loan::; are seasonal in their charac

ter, ~ it is evident also that their li~uidation will do ~ore than 

any other single frc tor towards strengthening the banking position. 

Speaking for myself personally, I desire to say, however, 

that I am a firm believer in gradual ffi~d orderly methods of market

ing our great agricultural staples. .Agriculture is the most 

important of all industries, for upon its fruits de·pend the lives 
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of those engaged in all othbr industries. The fanner is a great 

consumer of manufactured products and anything that affects his buy

ing power ~s soon reflected in the business of the merchant and the 

manufacturer. While the individual fanner may be just es well off 

with small production a.."ld high prices, the mass of the population 

is far better off with full production and moderate prices. But 

fanning as a business m1lst be remunerative or production will languish. 

It is, therefore, important that the efforts of the farmer be sup

ported and stimulated, that he be aided in preserving the full rr:easure 

of his harvest and that he be afforded an opportunity of marketing his 

products on tenms sufficiently profitable to warrant his staying in 

the business of fanning. 

Great staple crops, the production of which extends over a 

period of several months, must meet the requ·irements of consumption 

for a f~ll year 'and in order to prevent possibility of shortage it 

is desirable that there be a reasonable surplus held over from one 

crop pending the marketing of the next. The gradual and orderly 

marketing of our great staple crops is, therefore, a matter of irr~ 

portance both to producers and consumers. The dumping upon the market 

within a short period of tirre of a large p2rt of a crop, consumption 

of which extends throughout the year, means not only a loss to the 

producers, often to those who can least afford it, but involves also 

a great strain upon our transportation facilities and upon the banks 

in providing the funds necessary for large purchases in advance of 

actual req.uirements for consumption. Dumping of farrr: products promotes 
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speculation anrl usually resu] ts in higher prices to the ul i;imate 

consumer. Farm products, however, should not be hoarded or held 

back from the market by the use of credit merely in the hope of 

forcing prices up to an artificial level. It is estimated by 
. 

sorr,e that the value of this year's staple crops will be around 

~22,000,000,000, and it is nanifestly impossible for any banking 

system to provide funds to withhold these staples entirely from 

the market. There is no occasion to discuss the questions of 

public policy involved for it is clear that the volume of our 

great staple crops is so large and the value so enormous, that 

any efforts to valorize them by means of bank credits Nould in-

evi tably result in disaster by the operation of economic law. 

But I think that all reasonable assistancs should be given pro-

ducers to enable them to market their crops in an orderly way 

provided they are willing to sell enough to Iteet current require-

ments and that consumers should concede to the farmer reasonable 

profits in order that future production may be adequate. 

What is needed is an open market in which the law of supply 

and demand is given free play and in which buyer and seller may 

meet on equal terms. Theoretically at least it is rossible, if 

adequate warehousing facilities are provided, for the farmer to 

obtain the benefit of the average price for the year without any 

increase in cost to the consu.rr:.er and with lessened strain upon 

transportation lines and banks by distributing the marketing pro-

cess over a reasonable period. 
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I have called your attention to figures Nhich should convince 

anyone that there has been no restriction of credit for legitimate 

business but on the other hand an unusually large expansion of credit. 

Execption is frequently taken, however, to the discount rates now 

prevailing at the Federal Reserve :Banks. There has been son;e criti

cism of the Federal neserve :Banks' percentage of profits as related 

to their paid-in capital. .As is the case with other banking institu-· 

tions, the earnings of the Federal Reserve Banks are derived prin

cipally from interest on ·their loans and investments. Their earnings 

vary according to the volume of loans and with the rate of discount. 

~e return from $3,000,000,000 of invested assets at 6 per cent is 

exactly the same as that from $4,500,000,000 of loans at 4 per cent, 

While the Federal.Reserve :Banks were not organized for the purpose 

of making money, 'their present high rate of earning is unavoidable 

and would not be reduced by a reduction in the discount rate, which 

would merely attract a larger volume of rediscounts and involve a 

reduction in reserve already nearly at the legal minimum: 

The law allows Federal Reserve :Banks to retain for distribu-

tion annually to their stockholding merr.ber banks, out of their net 

·earnings, only an amount equal to 6 per cent of their paid-in 

capital stock. The remainder of their net earnings goes to the 

Government. either indirectly in the shape of additions to surplus 

or directly as a franchise tax. Very large :payments will be made 

to the Treasury by the Federal Reserve :Banks next January which can 

be used in the discretion of the Secretary of the Treasu~· either 
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to supplement the gold reserve helri again,:t t)uts t~1ding Unitecl 
they 

States notes or can be arylied to the reduction of the out-

standin6 bonded indebtedness of the Uni.terl Stat"ls. 

Discount rates of a 7ede ral Reserve Bank are established 

from time to time by the directors of the bank, subject to the 

review and determination of the Federal Reserve Boctrd. The law 

provides further that tLese rates shall be fixed with a vie'.v of 

"accorr.mod.ating c OJ!!!e rce a."ld business.". Sec t1 en ·13 of the Fede rr.l 

Reserve Act provides that nnothing in this Act contained shall be 

construed to prohibit notes, drafts and bill~ of exchange, se-

cured by staple agricultural products or other goods, wares or 

merchandise from being P ligible for discovnt; but such clefinEion 

shall not include notes, drafts or bills <.;Overing merely invest-

ments, or issued or drawn for the purpose of carrying or traLing 

in stocks, bonds or other investment securit:es, exce~t bonds and 

notes of the Governmen~ of the United St:~tes . 11 

There is a wo1·ld wiie iemand f o:r c>~edi t. There are :1early 

125,000,000,000 of Liberty Bond.s, Victory Notes and. ·rreasury Cer-

tificates out.tanding. Promissory notes se~urecl. 'by "'HY of t.l:3se 

bonds or notes of the United States are eligible for disccu.."1t at 

the Federal Reserve Banks. JJ low rate of diScOl'nt at the Federal 

Reserve Banks would attract heavy offerings of paper secur~d by 

these obligations, the proce~ds of which could be used for any 

purpose and the result woull be that pressure on merr~er hanks for 

q16. 
(_j_ -

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



c-8 

817 

X-2C09 

loans of this ch':'tr:o:.c ter ·.vould be greatly increased, and the lend-
. 

ing power of t:he ~deral Reserve Banks absorbed by non-liquid loans 

in a very short tirre. The Federal Reserve Banks would then lose 

their ability to acco~odate cOIDF-erce and business. 

P.s I have al re ::>dy pointed out, a thorough test wa.S made last 

year of the theory that the credit situation couid be conttolled 

without advancing discount rates, but it was founi that control 

could not be effected by an ar?ea1 to reason alone. As long as 

the customers of banks were aware of the fact that the member banks 

with which they dealt could lend them money and discount with the 

Feder~l Reserve Banks at a profit, it was much more difficult for 

the member banks to refuse accorrmodations than is the case when 

they can point out to would-be borrowers that member banks can • 

rediscount with Federal Reserve Banks only on even tenns or at a 

loss. 

Interest rates at the Bank of England and other central banks 

are higher than the current market rates; for instance, the Bank 

of England rate is 7 per cent while current market rates in London 

range from 6-1/2 to 6-3/4 per cent. 

Interest rates are, in the last analysis. governed by the 

time honored law of supply and. demand. As the demanc1 for credit 

becorees less acute and as the supply of loanable funds increases, 

interest rates will fall. Do not understand rr:e. however, as at-

te~ting to justify any effort to keep the general level of rates 
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above the Federal Reserve Bank discount rates, for when our bank

ing ;:n;t~m reaches the point where it can function normally the 

Fed"'lrc:-,1 ~eserve discount rates ought always to be somewhat higher· 

than the current market rates. 

If a member bank or a group of member banks have been in the 

habit of charging customers interest at the rate of, say, 6 per cent 

per annum, the mere fact that these banks may be rediscounting four 

or five per cent of their total loans with the Federal Reserve Bank 

at 6 or 7 rer cent does not, .in m:r judgment, justify a corresponding 

increase in the mernber bank 1s rate on all loans. However, this is 

a matter which the member banks must settle with their own custo~ers, 

with the Comptroller of the Currency or the state superintendent of 

banks as the case may be. 

In view, however, of the present insistent demand for credit ac

comnodations, I can appreciate the fact that the pathway of the average 

member bank is not strewn with roses. Our money market at present is 

distinctly a lenders 1 and not a borrowers' market, and banks all over 

the country are having applications for loans which they cannot roake 

and many of which they would not care to make even during a period of 

extre~e ease in the money market. H~never, I do not think it alto

gether fair for Bny bank to say to an a-:?rlicant that it carmot make 

a loan because the 
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Federc1l Reserve Bo~r~ or tte J,eieral ~a3erve Bank Will not permit it 

to io so. ~"l.e Federc:.l reserve .:l.'l.rti..orities ha.ve no j;J.l'isiiction >Wlat-

ever over t=.:.e loans "1hi~ t~'3 hrectors ~·-1 officers of a me::tber or 

Bec=.rd1 s function. is ~o define eli~~ble p.:.~.per under the ter.raof the 
ma.m&emente · · 

law ani the · of the Federal Reserve Banks use ~eir judgl 

ment in iiscounting offerings of eligible p&.per as definll\ 'Jy .the 

Boca.rd. All b....r.ks h.a·1e !etlectly gocd pc-.per ·."ftlicl:. is not eli~ible for 

lisco-ant a.t ~s J'eier.al Reserve BQ.lll .. 1..md.er tl.e ~e~s of the lar; a.."ld • 

it dof1s not follow, Da:::-el:r fro~ tr.e f..;.et ~l:.d.t o.ny parti~.ar loan is 

technic~ly eligible tlld.t it cu.at necessd.ril:" oe intrinsically good. 

'I...e limi t..~.tions ti.l=On ~~e lending powers of lla.tiona.l banks ~e 
• 

!'" 819 

defined in ~ose sections of tha Ravisei st~~utes of the United·States 

respective st~tes ~inister ~e laws ~pplyin~ ~o bankins inst~tu~ions 

understood tZ.c::.t ~e Felerc.A.l ~eserve Boc:..r&. :..~s never sou*'t to· influence 

a. bank either to ma.kB or to .iecline a loan .. 

. '!he Fed.eral lleserve Banks are d:t:.tr.orizei to purcAa.se in the open 
.. 

mc;.ritet b.ankBrs' acceptances ahd bills of exct..ange o·f the kinds and 

maturities made eligible for rediscount, but witn ~is exception ~ey 

ha.ve no a.u.thori ty to deal directly with the PJ.I11ic in ~eir dist?ount 

transactions; they, are limited to eli~ible J)cl.per endorsed by a metlber·· 

bank:. ~e extent, :.owever, to 1vl'..ich their discount facilities are 

now being used si..OW$ that tnl·ou..;;C. the !::edium of me&:lber oanks the . ' . 
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Federal Reserve Banks are p~rticlpating actively in extending credits. 

In order to show tl:.e tendency of the bar.ks of the country to lean 

more c..nd more upon the Federal Reserve &nks, I -tould ask your attention 

to some figures sho\ving the amount of net deposits 1 loans and. dis-

counts, Qnd bills payable and rediscounts of ~tional banks at corres-

pending periods during a series of ye~rs, t~e fi~Jres being compiled 

from reports ~e to th~ Co~~troller of the Currency in response to 

calls sent out by this office. It is i~ossiole to live tee exact 

fig-.ll'es for the st~te ba."'lks ani trust co~.anios bu.t the terdencies 

monifested in the nationGl b~ firures relate ~lso to other banks· 

STATE:~"T SHOW!l~G !JET (DE'!A!ID PLUS GOVER::Jl'.:EJfi' Aim TIHE) DEPOSITS, LOAiiS .CID 
DISCOtn!TS, ALSO REDISCOtJi'lTS AIID BILLS PAYABLE OF NATI~UAL B.L\lt<"S ON 

DATES OF C0l1PTROLL'ER' S CALLS SPECU'I:D B:2LO':T 

Dates 

S~tember 4, 1906 
August 22, 1907 
Septemb~r Z3, 1908 
Septemoar 4, 1912 
September 12, 1914 
Septe~ber 12, 1916 
September 11, 1917 
A\IJUS t 31, 1918 
September 12, 1919 
June 30, 1920 

On tl*O"-'.Sands of d,olla.rs) 
:Jet dernand:loans o,ni dis-: Total . : Percentage .... ot 
:plus tine:c~~ts, gross,:Rediscounts:total bills pay

and :i.e. , includine: and :able ~ redis-
: Govei'11m'3nt: reiiscou.'lts an!: Bills : ~ounts to total 

d.eposits : overdrafts Pa>tra.ble :loans & discounts 
5,024,641 4,331,459 48~~ 1.13 
5,399,367 4,709,027 59,177 1.26 
5,809,887 4,781,522 53,285 1.11 
7,140,3~6 6,061,009 82,3?5 1.36 
7,332,621 6,41?,910 150,071 2,34 

10,247,920 7,921,070 91,893 1.16 
11,676.340 9,234,289 285,104 3.09 
12,412,213 .10,111,113 1,294,0CS 12.8 
14,561,218 11,541,503 1,50$,516 13.04 
15,008,567 13,623,892 2,ZQS,633 16.2 

'll:.e le~.tast fi.~as avail~ble a.t the ConJftrolle:r' s office ae 

taken fron: tbe statements of June $0, 1920. On that date. the Act. 
" . 

.ieposit$ ot all nationca.l b.3nlt$ were three timelif \lilat they ~ere on 

September 4, 1906, 91hi1e loans and discounts haA. incre.l.se1. 
to ihe ~~ extent. 

... _ • .-&, ---. • •• T'r.eir invest;"l6nts, b.owev"?r, 

which include bonds and securities, more thc..n ~ up the differ~ 
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Figures .:~.re ~iven for ten yaars, oet,·reen 1906 and 1920, dJld. sr.ow 

an ~broker. gain in ieposi ts .1s ~vell Q.s continuous increase in loans. 

Your attention is directed particular!:·. however, to the pro-

portion of bills pQyab1e -ni rediscounts of ~11 ~tional banks to 

their total volurwe o£ loans~ discounts. On Au~t 22, 1907, just 

before th.a panic of tl:.d.t year, bills pd.yable dlld. rediscounts of all 

natioildl banks cUtounted to ~5~, l??, ~00 against total loans and dis

counts of C4, 709,027,000. T'r.e percentage of bills payable and re-
.... 

discounts to tptal loans was ~.26~ •. On Septernb~r 2~, 1908, the 

percentage was 1.11~, on Septembar 12, 1Sl4, total bills pay~ble 

and rediscounts ~4d increased to the unpre~edented amount of $150;-

071, 000 or 2. 34% of the total loans ,·I.a. icc c.cmounted tp $6,417,910,000. ... . . 
1his increase Wc:t.S d'la to the listurbance incide11t to the outbreak 

of tb.e Eu.ropea.n war. On September 12, 1916, bills payable and redis

cawnts h~ f~11en to $91,893,000, ar 1.16~ of the total of loans of 

all na.tiolld.l banks. On Se:P.ternber 11,1917, (thafirst year of our 

partioipQtion in ~e war) bills payable and rediscounts amo~ted to 

$284,101,000, or 3 .. 0~ of the total loans, ·'lhich amounted to $9,234; 

these 
289,000, figures, of course, reflect war !inan~ing •. Tn~ same 

observation will apply to figures for .-1.ugu.st 31, 1918 and September 

12, 1919, w.hen t~e peroent~geo t8 tot~l loan~ were 12.8% ~d 13.04~ 

respectively. .. .. 
But tn.ere caa been no n~ financing by the Gcvernmont since tne 

flo~tion of tl:e ::1-otory Loan; the totd.l vol~ of Covarnment obli-

gations outstaniing has deorec!Lsel since Sept·3mbar 12, 1919, when 

red.iscounts d.Di bills pd.yo:t.ble of all na.tiona.l be.....~ amounted to 

~1.505,516,000, ~lhila on ~lne 30, 1920. ~~e'~tiondl b~' liability 
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for money l:orrowed in this w;,q ..lmOunted to $2,20f5,633,000. or 16.2% . . 
of their total loans of $13,623,892,000. 

In conclusion I would say tl:.at the Federal P.eserve System is still 

confronted with condi tiono more or less &.bn.:>rma.l, but wa ha.ve passed 

thro:ugl::. t~e I>eriod of exhilaration or intoxication which characterized 

.Ace.rican 0-usiness activities several months ago, and notwithstanding 

the gloomy predictions whicl::. were fr~qu.ently mc:s.de a.t th&.t ~ime the 

tra..'"l.Si tion to a. mora norm.:U basis is proceeding quietl7 and .without 

alarming features. Credit whici:. is required. for seasclld.l needs is 

·ceing ~rd.llted, :md. busines.s generally .is look ~orwari ·~o a. Fall 

a.r.d Winter o= at least average activity. 3eiltiment is· being helfed 

by t'ile bountiful harvests, by the better outloo~ for tl:e railroads 

.and by the knowl~dge ~t manyhi8PlY essenti~l developments \thich 
(. 

have been long deferred by force of circumatances, such as enlarge• 

ment of our trcl.."lsportation f.:3.Cili ties ani adli tions to !:ousing aecom-

modaticns throu..~out tile ~o·.mtry, mu.~t socn be u.'"ldertaken. ...\. broad 

d;e:i:ar.d, vl.cioh will probably extend over u. -perio.i of years, is open-

ins:t up for the pro.i'.:iOts· oi our basic ind,lStries, ani if in the ~a

adjustments l!flec..:l. of us, any lines o~ b~sinesa should prove to be · 

-· overdone. tC.ere is eYery assur.:mce that ~r S".:.rplus of br.ol.ins an1, 
. 

energy now eng~-ed in s~:.~ lines c;m ce readily utilized in other. 

fields o~ dC~ivity. 

. We h.:a.vs probl13r.s cc·nfrontln-: us anl we shall d.lwa_vs have them:-

but, aa ~l-... ays in the J'C4ot, ..... e Cd-'1. cope wi tL. the:r: S'J.I!Ceosi'~11y if ;;e · 

aFprca.ch them ·:1it!. a spirit of confid3n\!·) :::.r.d. ::;~lfrelia.."'lce telll!'ered. 

with conmon sense • 
. \ 
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Ex OI'I'ICIO MIMSaU 

DAVID F. HOUSTON 
k SECRETARY OF THE TREASURY 

CHAIRMAH 

. JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRIHCY 

ADDRESS REPLY TO 

fEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

September 21,1920. 

Eo.~~ 
W, P. G. HAIIDJNG. GOVERNOR 
ALBERT STIIAUSS, VICE GOVERNOI 
ADOLPH C. IIILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SICRITARY 
R. G. EMERSON,ASSISTANT SECRETARY 

W, M.IIILAY, FII~A· AOINT 

X-2010 

Subje.ct: Expense Main Li.ne, Leased Tiire System., 
for the Month of August, 1920. 

Dear Sir: 

En~losed herewith you will find two mimeograph 
statements1 X-2010a and X-2010b, covering in detail 
ope:ra tions of the main line, Leased Wire System, during 
the month of Au~st, 1920. 

Please deposit the amount payable by your bank 
in the general account, Treasurer U.S., on your books, 
and issue C/D1 Form 11 National Banks, for Credit of 
"Salaries and Expenses, Federal Reserve Board, Special 
Fund", Leased llire System_. sending duplicate C/D to 
Federal Reserve Board, 

Very truly yours, 

Fiscal Agent. 

Enclosures. 

'£(\ GOV?r<::~Oc'.~:: CF A.LL F • .R. BANKS EXCEPT CHICAGO 
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X-2010 a 

REPORT SHOWING CLASSIFICATION fu."'ID NID.IDER 
OF WORDS TRANSMITTED OVER MAIN LINE OF THE FEDERAL 
RESERVE LEASED ~7IRE SYSTEM FOR THE MONTH OF AUGUST 1920. 

From: Per Cent of 
Total Bank Fiscal 

Bank Business Business(*) Agency 

Boston 55 .. 382 3.94 10.,817 
New York 252,657 17-98 18,g23 
Philadelphia 48.~964 3 .. 48 . 4, 54 
Cleveland 104,725, 7 .. 45 10,310 
Richmond 91, 092 6.48 4:>404 
Atlanta 131.,934 9-39 7.,8o4 
Chicago 183 .. 913 13.0~ 10.,515 
St .. Louis 120., 090 8.5 4,974 
Minneapolis 44,478 3 .. 16 5,548 
Kansas City 116,027 8 .. 26 8,479 
Dallas 92,568 6.59 4.492 
S:lnFrancisco 163.552 11 .. 64 --lL994 
Total F.R. Bks. 1,405,382 100.00 102 .. 914 
'11a shingt on 263.613 118,~530 
Grand Total 1., 669,055 221,444 
Percent of total 88.27 11.72 

Bank Business 1,669., 055 w·ords or 88 .. 2-
Fiscal Agency Business 221.444 " " 11 .. 12~ 

Total 1,890,499 100.00 

(*) These percentages used in calculating the 
pro rata share of leased wire expense as shown 
on the accompanying statement (X2010b) 

Federal Reserve Board 
t"ashington 

September 21,1920. 

War 
Finance Total 

66.,199 
160 271.~740 

53,6JZ 
115., 035 

95,496 

26 
139.~738 
194.~454 
125., 064 

50., 026 
1241 5C6 ' 

97, o6o 
115.546 

186 1~ 508., 482 

186 
}82.203 

1,890,685 
• 01 100 • 
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REPORT OF EXPENS~ 
iid.AIN LINE 

FEDERAL RESERVE LEASED \HRE SYSTEM 
AUGUST- 1920 

Pro rata 
Share of 

Operators 1 Operators 1 t!ire Total Total 

X·-2010 b 

Pay:tble 
Federal Reserve 

~Na~m~e~o~f~B~a~nk~--~Sa==la~r~i~e~s~----~Ov~e~r~t~jm~e~----~R~e~n~t~a~l~-------ZE~xp~e~~~s~e~----~E~x~p~e~n~s~e ______ ~~~~-------------~~~---------------------Credits Board 

Boston $ 220 .. 00 $ L 00 ~: ~~ 221 ... 00 
New York 640400 21.00 661~00 
Philadelphia 225, OC 225 .. 00 
Cleveland 500. 00 500.00 
Richmond 287.50 (*) 50.00 337.50 
Atlanta 240.00 2~0.00 
Chicago (#)4,071-24 26.00 (#) 4.,097-24 
St.Louis 150,00 50.00 2CO.OO 
Mim1e3.polis 2G5 .. 84 265.84 
Kansas City 200 .. 00 200 .. 00 
Dallas 150~ 00 150 ... 00 
SanFrancisco 175.00 175.00 
Federal Reserve 
_ ___:B::.:ro::.::·:.::r..:::d ____ ____, _ ___,,----......_--_.....~-~- --~.L.7 ,(_.j.f:.-6:..=3::.::: .. ~276 ____ ,---715§3~ 26 

$7,124.58 $98.00 $7,618 ... 26 $14,840.84 TOTAL 

(#) Includes salaries Washington operators. 
(*) Cut-in at ~ashington on Richmond-Baltimore circuit. 
(+) Amount reimbursable to Chicago .. 

15.30(8;:) 
$14.,825.54 

$ 584.13 
2,665.63 

515 ... 93 
1.,104 .. 50 

960.70 
1.,392.12 
l, 940.66. 
1,266.10 

468.49 
1.,224.59 

977-00 
1,725 .. 69 

(&) Received from \'.Tar Finance Corporati~n covering business for "c" .. tu of July .. 
( **)Credit .. 

FEDERAL RESERVE BOARD 
WASHINGTON 

Septe~ber 21.1920. 

J-
~· 221.00 .-i_~ 363 .. 13 

66LOO 2_, oc4.63 
225.00 290.93 
500.00 6ol-~,50 
337.50 623.20 
240.00 1.,152, 12 

4., 097 .. 24 2,156-58 ( **) 
200w00 1, c66.10 
265 .. 84 202.65 
200.00 1, 024 ... 59 
150.00 827 .. 00 
175.00 1,550.69 

$7,272.58 $9_, 7C9- 54 
2.156 .. 18 (+} 

$7.,552 .. 96 
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FEDERAL RESERVE BOARD 

WASHINGTON 

Subject; Expense Main Line, Lea;ed Wire System, 
for the Month of September, 1920, 

Dear Sir: 

October 20,1920. 

• X-2010 

Enclosed herewith you will find t1JVO mimeogra:Ph statements, 
X-2010a and X-2010b, covering in detail operations of the main line, 
Leased Wire System, during the month. of September, 1920. 

r 826 

Please deposit the amount payable by your ?Sank in the general 
account, Treasurer U.S., on your books, and issue C/D, Form 1, National 
Banks, for credit of nsalaries and Expenses, Federal Reserve Board, 
Special Fund", Leased Wire System, sending duplicate C/D t.o Federal Reserve 
Board. 

Very truly yours, 

Fiscal Agent. 
Enclosures-

To Governors of all F.R. Banks e;tc§pt Qh6s;ago 
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X--2010a 

BE"PORT SHOWING CLASSIFICATION AND NUMBER OF 
WORDS TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF SE"Pr.EMBER, 1920. 

From: Per Cent of Fiscal War 
Total Bank Agency Finance Col"!>. 

Bank Business Business( •) Business 
- - - - - - - - - - - - ------- - - -

Boston 55,967 3-95 6,137 
New York 216,610 15.27 28,579 
'Philadel:ohia 52,676 3-72 7, 232 
Cleveland 109,452 7-72 12,549 

Richmond 87,462 6.17 3,977 
Atlanta 128,597 9-07 11,639 

. Chicago 192,371 13.57 \ 10,469 
St.Louis 127,937 9-02 7,695 

. Minneapolis 44,292 3.12 6,460 
Kansas City 120,108 8.47 10~444 
Dallas 107,132 7-55 4,605 
SanFrancisco 175.46] 12.37 20,113 

Total F.R. Banks 1,418,071 100.00 130,559 
Washington 258.487 154.013 

Grand Total 1,676,558 284,572 

Percent of To tal 85.47 14.51 

Bank :Business 
Fiscal Agfm.Cy Business 

1,676,558 words or 85.49% 
284,512 words .or 14.51% 

Total 1,961,130 100.00 

( •) These ·l;)erc·entages used in calculating the 
~ro rata share of leased wire expense as shewn 
on the accompanying statement (X-2010b) 

FEJlEH4L JlESERVE BOARD 

.. . 
WASRING'rON 

October 20,1920. 

Business ··Total 
- - - - - -------

62,104 
.122 245,311 

59,908 
122,001 

91,439 
140,236 
202,840 
135,632 

50,752 
130,552 

.108 111,845 
196.240 

-230 1,548,860 
106 412.606 

336 1,961,466 

.02 100. 
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REPORT OF EXH:NSE 
MAIN Lit§ 

f!DEBAL RESERVE lEASED WIRE SYSTEM 
SEP'mMBER, 1920. 

------ ----------------------------------------- - - - - - - - - - - - -
Pro rata 

Operators' 
Operators' Operators' Extra can- Wire Total 

Sba~e of Payable to 
Total Federal Reserve 

~~~~o~f~~~-----S=a1~ar~i~es _____ Ov~e~r~ti_me~ __ _.b_en~s_a_u~on~~R~e~n~t~al--~E~x~pe~n~s~e~--~~~~----~~~~~--~~~~~---
Boston 220.00 5.00 225.00 

Expense Credits Board· 

694.38 225.00 469.38 
Ne~ York 790.00 20.00 448.00 1,258.00 
Phil adel'nhia 225. 00 225. 00 
Cleveland 5QO,OO 240.00 740.00 

Richmond 
, Atlanta 

Chicago 
St.Louis 

Minneapolis 
· Kansas City 

Dslla.s 
Sa.nFrancisco 

F~d. Res. 'Board 
·total 

287 ·50 
240.00 

I 4,260.17 
150.00 

258.34 
200.00 
150.00 
175.00 

$7,456.01 

17.75 
50.00 

$92.75 

*50.00 

75-00 

7.568.63 
$2,414.22 $7,618.6} 

337·50 
240.00 

5.929.14 
200.00 

258.34 
200.00 
225.00 
175.00 

7.568.63 
$17,581.61 

2.32& 

2,684.36 1,258.00 1,426.36 
653·95 225.00. 428.95 

1,357.12 740.00 617.12 

1,084,64 '337 ·50 747.14 
l, 594.44 . 240.00 1,351+.44 
2,385.51 5,929·14 3,543.63•• 
1, 585.65 200.00 1.385.65 

548.47 258.34 290.13 
1,488.97 200.00 1,288.97 
1,327.24 225.00 1,102.24 
2,174.56 175-00 1.999·56 

$ 7,6.31 
-------------------------------·-------·----------.---

· # Includes salaries Washington O];lerators, 
I# Includes extra cam~ensation operators WaShington office. 
• Cut-in at Washington on RiChmond-Baltimore circuit. 
•• Credit. 
& Received from War Finance Corporation covering business for month of August. 
11 Amount reimbursable to Chicago. 

F!DERAL :RESERVE BOARD 
WASHINGTON 

October 20,1920. 

, " 
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Ex OF'FICIO MEMBERS 

DAVID F. HOUSTON 

W. P. G. HARDING, GOVERNOR 
EDMUND PLATT, VICE GOVERNOR 
ADOLPH C. MILLER 

~ SECRETARY OF THE TREASURY 
CHAIRMAN 

COMPTROLLER OF THE CURRENCY 
FEDERAL RESERVE BOARD JOHN SKELTON WILLIAMS 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD WASHINGTON 

November l7, 1920. 

Subject: Expense M~in Line, Leased Wire System, 
for the Month of October, 1920. 

Dear Sir: 

CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SICRITARY 
R. G. EMERSON, ASSISTANT SECRITARY 

W. M.IMLAY, FISCAL AGINT 

X-2010 

Enclosed herewith you will find two mimeograph st~tements1 
X-20103. :md X-2010b, covering in debil operations of the m.in line, 
Leased'4ire System, during the month of October, 1920. 

Pleass deposit the amovnt p~yabJ.e by you~ B01;nk in the general 
account, Treasurer u.s., on your books, and issue C/D, Form 1, National 
~anks, for credit of "Salaries and Expenses, Federal Reserve ~oard1 
Special Fund", Leased ~ire System, sending duplicate C/D to Federal 
Reserve :::'oardt 

Very truly yours.t 

Enclosures. Fiscal Agent. 

To Governors of a.ll F .R. :.?anks EXCEPT CHICAGO 
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REPORT SHOWING CLASSIFICATION AND NUMBER 
OF WORDS 'l'RANSM!TTED OVEn M~.IN LINE OF THE FEDJ<;p.AJ~ 
RESERVE LEASED ~IRE SYSTEM FOR THE MONTH OF OCTo~:R 

1920. 

From: • Per cent of Fiscal 
Total Bank Agency 

Bank Business Business{*) Businesi 
- - - - - ------- ------ - - - -
Doston 58., 014 3.82 6J 262 
New York 236,375 15.56 26,895 
Philadelphia 60., 239 3·97 5~ 215 
Cleveland 114,237 7-52 10,684 

Richmond 100,965 6.64 2.,250 
Atlanta 135,433 8.91 8,508 
Chicago 203., 519 13.40 11,503 
St.Louis 122,147 8.04 6,835 

Minneapolis 48,425 3-19 5.,427 
Kansas City 120,785 7.95 11,534 
IB.llas 115_,609 7.61 2,594 
83.nFrancisco 20}l449 12·:29 21~ c64 

Total F .R • .Ba.nks 1, 519.,197 100.00 118,771 
Washington 260,699 1301915 

Grand Total 1., 719,896 249,686 

Percent of Total 6].68 12.30 

Bank Busi~ess 1,779.,896 words or 87.7o% 
Fiscal Agency Busi*ess 249,686_words or_i2~Q&__ 

Total 100.00 

(•) These percentages used in calculating the 
pro rate share of leased wire expense as shown 
on the accanpanying statement (X-20l0b, 

FEDERAL RESERVE BOARD 
. WASHINGTON 

War 
Finance Corp. 
Business Total 

-- - - - -- - -
64,276 

263,270 
65,454 

124,921 

103,215 
ll43., 941 
215.,.022 
128,982 

53.,852 
132,319 

224 118,427 
224,513 

224 1.,638,192 
109 )91, 72? 

333 2, 029; 915 

,02 100 .. 
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HEPORT OF EXPENSE 
M!tiN LINE l 

• FEDERAL RESERVE LE~SED WIRE SYSTEM OCTOBER1 1920, 

Operatorst 
Operators' Oper~tors• Ext~a com- Wire 

Name of B~nk Salaries Overtime penaation Rental 

Boston $ 
New York 
Philadelphia 
Cleveland 

Richmond 
Atlanta. 
Chicago 
St.Louis 

Minneapolis 
Kansas City 
tal las 
SanFrancisco 

Fed. Res. Board 

220.00 
715.00 
225.00 
500.00 

287.50 
240.00 

4,314.22# 
150.00 

258.34 
200.00 
150.00 
175.00 

Total 71 435. 

6,00 

• 50.00* 

$ 

Total 
Expense 

220.00 
721.00 
225.00 
500,00 

337.50 
2lf.O.OO 

4,319. 84 
200.00 

258.34 
200.00 
150.00 
175.00 

Pro rata 
S.tare of 
Total 

Expense 

$ 577.16 
2,350.94 

59~.82 
l,l3b.l9 

1, 003.23 
1,346.20 
2,024.59 
1, 214.75 

481.97 
1,201.16 
1,149.78 
2,023.03 

--------------------------------------
# Includes salaries Washington operators. 
* Cut-in ~t Washington on Richmond~Baltimore circuit. 
•• Credit. 
" Amount reimbursable to Chicago 
& Received from War Finance Corporation covering b~siness for month o~ September 

FEDERAL RESERVE ~OARD 
WASHINGTON 

November 17, 1920. 

X-2010b 

Payable to 
Federal Reserve 

Credits Board 
- - - - - -------

$ 220.00 $ 357-16 
721.00 1,629-94 
225.00 374.82 
500.00 636.19 

337.50 665.73 
240.00 l,lc6.20 

4,319. 84 2.,295.25 .. 
200.00 l, 014 .. 75 

258.34 223,63 
200.00 1, 001.16 
150.00 999·78 
175.00 11 648.0S 

7,54 • 8 9,857· 4 
2.2~5.25 " 
7,5 2.19 

------- -------
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FEDERAL RESERVE BOARD 
WASHINGTON 

December l 6 , l g20 . 
X-2Q10 

Sub jec t : Expense Main Line, Leased Wire System, 
f o r the Month of November, 1920. 

Dear S i r : 

Enclosed herewith you w i l l f i nd two mimeograph s ta tements , 
X-201G1 and X-2010b, covering i n d e t a i l opera t ions of the main l i n e , 
Leased Wire System, during the month of November, 1920. 

P lease deposi t the amount payable by your Bank i n t he general 
account, Treasurer U.S. , on your books, and i s sue C/D, Form 1, Nat ional 
Banks, f o r c r e d i t of " S a l a r i e s and Expenses, Federal Reserve Board, 
Special Fund", Leased Wire System, sending dup l ica te C/D t o Federal 
Reserve Board. 

Very t r u l y yours, 

Enclosures . F i sca l Agent. 

j 0 Governors of a l l F.R, Banks except Chicago 
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X-2010 a 

REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS 
TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE 

From Per cent of. 
Total Bank 

Bank Business Business (*) 

Boston 51,936 3 .70 
Ne'-v York 212,861 15.15 
Phi ladelphia 54,356 3.S7 
Cleveland 103,192 7-70 
Richmond 91,484 6 .51 
Atlanta 123,349 8.79 
Chicago 191,499 13.63 
St .Louis 108,497 7.72 
Minneapolis 53,918 3 .84 
Kansas City 110,543 7-87 
Dal las 103,955 7»4O 
SanFrancisco 194.102 13.82 

Total F.R.Banks 1,404,692 100.00% 
Washington 255,534 

Grand Total 1 ,660 ,226 

Percent of Total 86.78 

F i sca l War Total 
Agency Finance Cofcp. 
Business Business 

7,281 
25,368 
4,877 

10,744 
3,607 
6 ,896 

1 2 , 0 6 0 
3,925 
4,64? 
8,080 

119,796 
112.851 

252,647 

13.21 

68 

31 

I I 

175 

.01 

59,2.17 
238,297 

59,233 
118,930 

95,091 
130,245 
203,559 
112,422 

58,565 
118,623 
107,521 
222.878 

1,524,587 
388.461 

1,913,048 

Bank Business 1,660,226 words or 86-79$ 
F isca l Agency Business 252.647 " w 11.21% 

Total 1,912,873 IOC.00 

(*) These percentages used i n c a l c u l a t i n g the 
pro r a t a share of l eased wire expense a s shown 
on the accompanying statement (X-2010B) 

FEDERAL RESERVE BOARD 

WASHINGTON 

December 16, 1920. 
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I REPORT OF EXPENSE 
MAIN LINE 

FEDERAL RESERVE LEASED WIRE SYSTEM NOVEMBER, 1920, X-2010 b 

Pro r a t a 
Share of Payable t o 

Operators 1 Opera tors ' Wire Total Total Federal Reserve 
Name of Bank S a l a r i e s Overtime Rental Expense Expense Cred i t s Beard 

Boston $ - 220.00 1 . 0 0 W, 221.00 562.53 221.00 341.53 
New York 720.00 - 720.00 2,303.33 720.00 1,583.33 
Ph i l ade iph ia 225 . 00 - mm 225 .00 535.38 225.00 363.38 
Cleveland 500 , 00 - 500.00 1,170,67 500 .00 670.67 
Richmond 287.50 — (*)50.00 337.50 989.75 337^50 652 .25 
Atlan ta 240,00 — - 240,00 1,336.39 240.00 1 , 0 9 6 . 3 9 
Chicago 4 , 3 1 7 . 3 5 ( f ) 3 . 0 0 — 0 ) 4 , 3 2 0 . 3 5 2 , 0 7 2 . 2 4 4,320,35 2,248.11 (**) 
St .Louss 250.00 - - 250 .00 1,173.71 250.00 923.71 
Minneapolis 258.34 - 258,34 583.81 258.34 325.47 
Kazwaa City 200.00 - - 200.00 1 , 1 9 6 . 5 1 200.00 996.51 
Dai I a s 150.00 - 150.00 1 , 1 2 5 . 0 6 150.00 975,06 
£an?rancisco 1 7 5 . 0 0 - - 175.00 2,101.12 175.CO 1 , 9 2 6 . 1 2 

Fed. Rss. Board 7,614.46 7 ,6 i4 ,4b 

Tota l 7 ,543.19 4 .00 7,664.46 1 5 , 2 1 1 . 6 5 15,203.50 7,597.19 ' 9,854.42 
2.248.11(A) 

15,203,50 7,606.31 

{#) Inc ludes s a l a r i e s Washington opera to r s 
( : 0 Cut - in a t Washington on Richmond-Baltimore c i r c u i t . 
(**) C red i t . 
(A) Ifcount reimbursable to Chicago 
(&) Received from War Finance Corporat ion covering business f o r month of October, 

FEDERAL RESERVE BOARD 
WASHINGTON 

December l 6 , 1920. 
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I . CREDIT CONTROL* 

1- What are the ob jec t s sought to be a t t a ined by the pol icy of c r e d i t cont ro l 
i n the e x i s t i n g circumstances? 

I s the ob jec t 

(a) To maintain or to s t rengthen reserves? 

(b) To s t a b i l i z e the e x i s t i n g s i t u a t i o n by prevent ion 
of f u r t h e r expansion? 

(c ) To b r ing about a d i scr imina t ing d e f l a t i o n by reducing 
the t o t a l volume of c r ed i t ? 

From s t a t i s t i c s compiled by Professor Ksmmerer of Pr ince ton , bank depos i t s 
increased from $12,678,000,000 in 191-j to $27,928,000,000 i n 1919. At the same 
time the r a t i o of cash reserves to t o t a l depos i t s diminished from 11.7 in 1911 
to 6 . 6 i n 1919* 

"Taking the index numbers of the United Sta tes Bureau of Labor 
S t a t i s t i c s as the most comprehensive and most s c i e n t i f i c a l l y prepared 
of the index numbers covering the e n t i r e period 1913 to 1919 inc lus ive , 
we may say tha t the wholesale pr ice leve l increased from 1913 to Apr i l , 
1920, 165%; in other words, if one c a l l s the d o l l a r of 1913 a 100$ 
d o l l a r i n i t s purchasing power over commodities a t vtiiolesale, the d o l l a r 
of today i s approximately a 38% d o l l a r . " 

This was the condi t ion of a f f a i r s when the Federal Reserve Board undertook 
to exercise i t s power over c r e d i t f o r the purpose of p r o t e c t i n g personal and 
commercial i n t e r e s t s . All experienced "business men knew tha t p r i ces would seek 
a lower l e v e l , by gradual process if good judgment and conservatism preva i l ed , 
or by a commercial debacle if the i l l o g i c a l , ill—considered and extravagant 
rrethods brought about by the war were permitted to cont inue . Under these c i r -
cumstances, and none too soon, the Federal Reserve Board exerc ised i t s power 
over c r e d i t i n order to cons t ra in bankers and business men to exerc ise conser-
vatism and help s trengthen commercial and f i n a n c i a l cond i t ions . The Board in 
so doing have accomplished a great work and have demonstrated one of . the powers 
f o r good which the Federal Reserve System possesses . Natura l ly t h e i r f i r s t -
move was in the d i r e c t i o n of s trengthening the bank ' s reserves*. That means 
s t rengthening the bank and p u t t i n g i t in a l iqu id pos i t ion - in the pos i t ion 
in which a well managed bank should always be, to respond t o the demands 01 i t s 
c l i e n t e l e . Strengthening the reserves meant c u r t a i l i n g c r e d i t and ipse f a c t o 
would prevent " f u r t h e r expansion". ' No one wishes to "S t ab i l i z e " ex i s t i ng con-
d i t i o n s , but to get away from them to a s a f e r and more conservat ive l e v e l . This 
would n a t u r a l l y b r i n g about a "Discriminating d e f l a t i o n " by extending c r e d i t 
to such i n d u s t r i e s as were e s s e n t i a l and needed support in order t o preserve the 
general business we l fa re , and by r e s t r a i n i n g c r e d i t to a c t i v i t i e s which though 
p e r f e c t l y l eg i t imate were never the less non-essen t i a l t o the genera l welfare and 
should be promoted by the funds of t h e i r owners and managers, and not be allowed 
to absorb commercial resources needed f o r the f inanc ing of business c lose ly 
connected with the pub l ic welfare# 
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2 , Can a s u b s t a n t i a l reduction in the volume of c r e d i t be e f f e c t e d without 
i n j u r y to the l eg i t ima te business of the count ry and without 
cur ta i lment of e s s e n t i a l production? 

A s u b s t a n t i a l reduct ion of the volume of c r e d i t can be e f f e c t e d without 
i n j u r y to the l eg i t ima te indus t ry of the country and without c u r t a i l i n g of 
e s s e n t i a l product ion . Not only t h i s bu t such reduct ion in volume of c r ed i t may 
be made to m a t e r i a l l y s t rengthen the c r ed i t f a b r i c of the country as a whole. 

The f i r s t and most benef icen t e f f e c t of the ac t of the Federal Reserve Board 
in con t ro l l i ng c r e d i t was to a r r e s t the a t t e n t i o n of the whole country and to 
incur high commendation from conservat ive fo r ce s and incur c r i t i c i s m ranging from 
mild to v io len t from ce r t a in sec t ions or i n t e r e s t s . I t made everybody stop and 
th ink and the d iscuss ion which ensued showed p l a i n l y tha t the Board was r i g h t -
The psychological a t t i t u d e of the country toward business immediately began to 
change and from wild extravagance and a d i spos i t i on to en te r i n to new and i l l -
considered bus iness , there came about a f e e l i n g of conservatism. People began 
to ask themselves j u s t where they stood» how much they were r e a l l y worth, and 
how they would f a r e i f ca l l ed upon to l iqu ida te t h e i r outstanding ob l iga t ions . 
D r a f t s drawn agains t goods shipped abroad were not always paid and sometimes 
re turned. 'People began to repudiate t h e i r cont rac ts to receive goods, e spec ia l ly 
in cases where the p r ice had receded. Competition i n business has brought about 
a most unfor tunate p r a c t i c e - people order goods and then i f i t does not s u i t 
t h e i r convenience, they refuse to receive and pay f o r the same. This has con-
tinued so long and i s so much the custom t h a t manufacturers and wholesalers , 
ha rd ly expect to hold t h e i r customers to r ig id f u l f i l l m e n t of t h e i r con t r ac t s , 
i f a change i n the market or a change in business condit ions makes i t des i rab le 
f o r them to r epud ia te . Such repudiat ion of purchases began to happen general ly 
and manufacturers and wholesalers found themselves possessed of la rge volumes 
of very high-pr iced goods which they could not market without l o s s . That i s the 
condi t ion of the mercanti le indus t ry in our country today. They have f o r years 
d i c t a t e d the p r i c e of t h e i r goods and they are now endeavoring to dispose of them 
to the public without mate r ia l abatement i n p r i c e s . I t i s general ly rea l i zed 
tha t they cannot accomplish such r e s u l t s ; recessions i n p r ice have already se t in 
and a re bound to be more pronounced. Business people w i l l have to l i qu ida t e 
t h e i r goods in order to l i qu ida t e f i n a n c i a l ob l iga t ions . This w i l l br ing about 
competit ion i n s e l l i n g throughout the country, something tha t has not ex is ted 
f o r severa l years and t h i s competi t ion in i t s normal and n a t u r a l course w i l l 
c l a r i f y the s i t u a t i o n end b r i n g about normal cond i t ions . 

3« To what ex ten t has one or more of these objec ts been a t t a ined i n each 
D i s t r i c t and in the country a t large? 

The object sought to be accomplished by the Federal Reserve Board has been 
and i s being accomplished i n a l l D i s t r i c t s . 

4 . To what extent i s i t necessary to d i s t i ngu i sh between the immediate 
objec t ive of the po l i cy of c r e d i t con t ro l and the remoter 
ob j ec t i ve , such as reduct ion i n the cos t of l i v i n g ? 

The immediate e f f e c t of c r e d i t con t ro l i s to safeguaid the s i t u a t i o n , to 
enable a l l business to func t ion normally and the Board should a t a l l times make 
t h i s c l e a r . Although a l og i ca l r e s u l t may be lower p r i c e s and lower cos t of 
l i v i n g , i t should d i s t i n c t l y appear that the Board does not seek to con t ro l or 
regulate p r i c e s , bu t leaves the p r i c e l eve l to competi t ion under the law of 
supply end demand. 
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Question - What i s the proper conception of the "normal c r e d i t condit ion" 
which the Federal Reserve Banks should seek to b r i ng about? 

Note: Obviously i f " l iqu ida t ion" or " s t a b i l i z a t i o n " of the 
e x i s t i n g c r e d i t s i t ua t i on are to be regarded as the 
object ives of the Federal Reserve po l icy of c r e d i t 
con t ro l , a condit ion which can be regarded as 
"normal" w i l l be a t ta ined very much more quickly 
than if the object ive is a reduction in considerable 
amount of the t o t a l volume of c r e d i t . 

The proper concept of "a normal c r e d i t condition" i s something tha t var ies 
with the years , with the crops, with commerce, involving domestic and fore ign 
exchange, and with a l l the varying inf luences t h a t make up the a c t i v i t y of a 
commercial nat ion- The making of crops has to be financed* While we are g rea t ly 
indebted to nature f o r her annual cont r ibu t ion to the p rosper i ty and happiness 
of mankind, the volume of tha t contr ibut ion depends very l a rge ly upon mankind's 
a c t i v i t i e s . The l a t en t resources so abundant and so valuable never theless must 
be exhumed and that costs time snd money and i s a regular business in i t s e l f . 
A normal c red i t condit ion would seem to be one in which funds were obtainable in 
s u f f i c i e n t volume to enable the indiv idual , the corporat ion, the great t r ans -
por ta t ion systems of the country, the municipal i ty and the s t a t e to obtain 
funds a t reasonable r a t e s with which to prosecute t h e i r respect ive en t e rp r i s e s . 
This is not a s t a t i c world; there should a lso be f u n i s avai lable f o r new and 
enlarged e n t e r p r i s e , f o r i n s t a l l a t i o n of new and improved methods and processes, 
which the inventive genius of mankind i s cons tant ly producing. 

5* Methods of c r e d i t con t ro l . Consideration of the e f f i c a c y of d i f f e r e n t 
methods of c r ed i t con t ro l . 

(a) Horizontal increase of r a t e s , espec ia l ly of commercial r a t e s ; 
a canvass of the experience of banks which have put i n to 
e f f e c t a 7% commercial r a t e , to w i t , New York, Boston, 
Chicago and Minneapolis. 

(b) Progressive ra te schedules s t a r t i n g with 8 as a b a s i s r a t e ; 
a canvass of the experience of Federal Reserve Banks of 
Kansas City, Dal las , St .Louis , and At lan ta . 

(c) Other methods of deal ing with the s i t u a t i o n , such as the im-
p l i c a t i o n tha t increased o f f e r i ngs by member banks w i l l 
fo rce higher r a t e s or recourse t o the progress ive r a t e ; 
a canvass of the experience of Federal Reserve Banks of 

. Cleveland, Phi lade lphia , Richmond, and SanFrancisco. 

(d) R e s t r i c t i n g issues of Federal Reserve notes to Federal Reserve 
Banks as a p o t e n t i a l means of enforc ing c r e d i t c o n t r o l ; 
canvass of English experience and views* 

The d i f f e r e n t methods of c r e d i t con t ro l have not had a s u f f i c i e n t t e s t 
per iod f o r the experience of the banks to be conc lus ive . I t i s found t h a t each 
c l a s s of banks holds i t s own method to be most s a t i s f a c t o r y and i n such a 
s i t u a t i o n there should be f u r t h e r experience be fore we could give to the Board 
any conclusion as between the three methods i n use or advise any present 
a t tempt a t un i fo rmi ty i n method. Digitized for FRASER 
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6„ Inter-Reserve Bank rediscounts as r e l a t ed to the problem of c r e d i t cont ro l , 
Is the e x i s t i n g po l icy and prac t i ce with respect to such rediscounts: 
s a t i s f a c t o r y and sound? 

(a) To e f f e c t an approximate equa l iza t ion of reserves? 

The e x i s t i n g po l icy with respect to Inter-Reserve Bank rediscounts i s 
sound and the Board i s to he h ighly commended f o r the manner in which they 
have made i t e f f e c t i v e * 

(b) At the same ra te f ixed f o r i t s member banks by the bank 
grant ing the accommodation? 

Nojte: When recourse was f i r s t had to inter-bank rediscounts i t was 
thought that the value of a Federal Reserve Bank ls en-
dorsement was e n t i t l e d to recognit ion in the form of a 
reduced discount r a t e . More recent ly t h i s idea has been 
abandoned and rediscount t ransac t ions between Federal 
Reserve Banks are made at the r a t e s es tab l i shed f o r member 
banks by the Federal Reserve Bank extending the accommo-
dation* The question now a r i s e s , however, whether a 
Federal Reserve Bank which has been able to maintain 
high reserves by reducing the demands f o r accommodation 
from i t s own member banks, which are i t s depos i to r s , 
should be required to extend accommodations to member 
banks in other D i s t r i c t s through the medium of t h e i r 
Federal Reserve Bank at the same r a t e s as a re e s t ab l i shed 
f o r t h e i r own members, 

The rate of sucii rediscounts should be va r i ab le .uid ii.cad by 
the Board from time t o time as the s i t u a t i o n may appear to require 
and without any spec ia l regard e i t h e r for the p r o f i t or l o s s to 
the con t rac t ing banks. In the present s i t u a t i o n we approve the 
ac t ion of the Board in f i x i n g the r a t e of such rediscounts a t 
seven per cent . 

< 

/ 
0 
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II. LOANS SECURED BY LIBERTY BONDS AND VICTORY NOTES. 

1. I s there any moral ob l iga t ion r e s t i n g upon any of the 
Federal Reserve banks to e s t a b l i s h r a t e s lower than commercial r a t e s 
for paper of t h i s c l a s s i f i c a t i o n ? 

I t i s d i f f i c u l t fo r t h i s Council to determine whether any 
moral ob l iga t ion e x i s t s in any of the Federal Reserve D i s t r i c t s . 

On the general propos i t ion of moral obl iga t ion a r i s i n g out 
of the methods adopted i n the various Liberty Bond campaigns the 
Council i s equally divided, voting 6 to 6. 

2 . Would l i qu ida t i on of loans of t h i s c lass be re tarded or 
promoted by the establishment of lower ra tes? 

The establishment of lower r a t e s doubtless would re ta rd 
the l i q u i d a t i o n of loans secured by Liberty Bonds and Victory Notes, 

3« If lower r a t e s a r e deemed des i rable , would i t be equi table 
and p rac t i cab l e to have such r a t e s apply to o r ig ina l subscr ibers only? 

I t might be equi table to confine p r e f e r e n t i a l r a t e s to 
o r ig ina l subscr ibers only, but we are informed t h a t you have been 
advised t h a t i t would not be l eg^ l , and in our opinion i t would not 
be p r a c t i c a b l e . 

4. Should member banks1 c o l l a t e r a l notes be f u l l y secured, 
tak ing market value ins tead of face value a s a basis? 

5. If so, how and when could the new pol icy be put i n t o 
e f f e c t with a minimum of f r i c t i o n ? 

Yes. We understand t h i s i s the p rac t i ce i n so&e d i s t r i c t s 
and should be made general , 

I I I . FEDERAL RESERVE NOTE ISSUES. 

1. I s the no te - i s sue pol icy of the Federal Reserve System 
subject to l eg i t imate c r i t i c i sm? 

We regard the no te - iasue pol icy under the Federal Reserve 
System a s sound and the re fo re not subject to l eg i t ima te c r i t i c i s m . 

2. What connection i s there between changes i n the volume of 
c red i t and the volume of currency? 
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3- I s t he re any d i f f e r e n c e i n r e l a t i o n to e f f e c t upon p r i c e s 
between the volume of c r ed i t and the volume of currency? 

I t i s not c lear to the Council jus t what i s meant by these 
quest ions . They a re too involved to admit of t h e i r being s a t i s -
f a c t o r i l y answered i n the time a t the Counci l ' s d i sposa l . 

4 . Can the note/-poli%y of the Federal Reserve System be 
properly charged with any important r e spons ib i l i t y fo r i n f l a t e d 
p r i ces , if so, what has been the r e spons ib i l i t y and in what way does 
the issue of Federal Reserve notes promote or a s s i s t i n f l a t i o n ? 

An increase of the Federal Reserve note i s sue was made 
necessary by war condit ions and doubtless had some inf luence i n 
i n f l a t i n g p r i ce s , but i n the opinion of the Council there has been 
no undue issue of these notes . 

5- Can the accepted p r inc ip l e s of bank-note-currency regu la -
t ion , appl icable i n normal circumstances when the commerce of the 
world i s conducted on a gold standard, be safe ly taken a s a guide 
in the abnormal circumstances now ex is t ing , when the gold standard 
i s v i r t u a l l y suspended, except in the United Sta tes and Japan? 

6. In connection with the policy of c red i t control should 
the present no te - i s sue pol icy of the Federal Reserve System be 
changed and r e s t r i c t i o n s be thrown around the i ssue of Federal 

, Reserve notes? 

7» If the issue of Federal Reserve notes should be r e s t r i c t -
ed, what form should the r e s t r i c t i o n take and what e f f e c t would 
d i f f e r e n t methods of r e s t r i c t i o n have? 
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(a) Imposition of charges agains t Federal Reserve notes upon the 
uncovered, p a r t of c i r c u l a t i o n issued to them a t a given 
r a t e , f o r example, a f ixed r a t e of 5# or a ra te varying 
with the corrarercial r a t e , 

(b) Would i t be p rac t i cab le to e s t a b l i s h f o r each member bask a 
so-ca l led normal currency l i m i t and to impose charges upon 
member banks c a l l i n g f o r notes in excess of t h e i r l i m i t ? 

(c) Would i t be advisable while continuing to have the Federal 
Reserve Banks pay a l l t ranspor ta t ion charges on incoming 
currency, t o have shipments of outgoing currency made a t 
the expense of the consignees? 

(d) Res t r i c t ions by d e f i n i t i o n cf the charac ter of the paper 
acceptable as c o l l a t e r a l by the Federal Reserve Agent 
agains t the issue of Federal Reserve no tes . Should member 
banks ' c o l l a t e r a l notes or customers 1 notes secured by 
Government obl igat ions be taken as c o l l a t e r a l f o r Federal 
Reserye notes? 

(e) Limitat ion of the t o t a l volume of Federal Reserve notes by 
the Federal Reserve Board, the maximum amount being f ixed 
pro r a t a f o r each Federal Reserve Bank. (The Federal Reserve 
Board has s t a t u t o r y power to accept i n p a r t or to r e j e c t 
e n t i r e l y a l l app l ica t ions f o r Federal Reserve n o t e s ) . 

Would r e s t r i c t i o n of note i ssues in any uf the above mentioned ways operate 
to promote a b e t t e r control of c r e d i t , and i f so , what would be the 
e f f e c t upon the commerce and business of the country? 

We know of no reason why the p r inc ip l e s under which bank note 
currency as issued under the Federal Reserve system should be changed as 
s u f f i c i e n t time has not elapsed to t e s t i t s f l e x i b i l i t y i n response to 
business condi t ions . The Council i s of the opinion tha t no a l t e r a t i o n 
should be made in the regula t ions governing the currency issued which 
would impair i t s e l a s t i c i t y . 

FEDEML VBVlSOilY CCUrCIL 
rxgHi *GT.C:,' 

September 2 i , l j 2 0 . 
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September <27,1920. 
X-2GL2 

CONFIDENTIAL 

Dear S i r : 

The Federal Reserve Bank of New York r e c e n t l y sent 

t o t he Federal Reserve Board f o r i t s i n f o r a a t i o n a "Summary 

of Proposed Changes i n Cash and Custody Func t ions . " 

The ques t ion of provid ing a l l pos s ib l e sa fe -guards 

f o r the p r o t e c t i o n of cash and s e c u r i t i e s i s always of paramount 

importance, and anyth ing which tends to improvement i n t h i s 

f i e l d cannot f a i l t o be of i n t e r e s t t o the Federal Reserve 

Banks, a s i t i s to t h e Federal Reserve Board. I t occurs t o 

t h i s o f f i c e t ha t you might be i n t e r e s t e d i n t h e p lan adopted 

by the Federal Reserve Bank of New York and, w i t h t h a t Bank's 

permiss ion , a copy of the plan i s forwarded he rewi th . The 

Board i s not prepared to say t h a t t h i s p l a n i s adap tab le t o 

the o ther Federal Reserve Banks, but wishes merely t o acqua in t 

a l l the Banks wi th the l a t e s t developments i n bank management. 

Very t r u l y yours . 

Enclosure . 

To Chairmen 

Governor. 

of a l l F.R, Banks. 
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SUMMARY OF PROPOSED CHANGES IN CASH AND CUSTODY FUNCTION. 

I t i s recommended t h a t the Cash and Custody Function be reorganized a s 
fol lows, and t h a t the vau l t r egu la t ions be amended t o conform t o such reorg-
a n i z a t i o n : 

CONTROLLER 
Cfeush and Custody 

Function 

MANAGER 
Cash Dept. 

MANAGER 
Custody Dept. 

OFFICERS 
Cash 

Currency 
Coin 

Bul l ion 

TELLERS 
Cash 

Trunks 
Boxes & Bags 

Other 
Recptacles 

Organization. CHIEF CHIEF CHIJ SF 
Cksh Custody Security Custody Vault 

Division 1 Division Division 

Discount 
Co l l a te ra l 
Safekeeping 
Investments 

Fisca l Agency 
Bonds and 
Secur i t i e s 

The pol icy of considering the cash of the bank a s under the personal 
supervision and custody of the o f f i c e r s i s a he r i t age of the days when bank-
ing was conducted on such a small scale t h a t the cashier could be personal ly 
charged with the r e s p o n s i b i l i t y of supervis ing a l l cash. Since then, however, 
the func t ions of banking have become so enlarged and ramif ied t h a t i t has been 
necessary t o segregate the var ious funct ions performed and p lace each in 
charge of a s t a f f s p e c i a l i s t , responsible only f o r the work f a l l i n g wi thin 
h i s func t ion . 
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The recent reorganiza t ion of the Federal Reserve Bank took cognizance 
of t h i s i n a l l respec ts save in the custody of the cach of the bank. In 
t h i s p a r t i c u l a r ins tance the old p rac t i ce i s s t i l l i n vogue, the o f f i c e r s 
"being j o i n t l y responsible f o r the cont ro l and custody of cash . 

This method not only decen t r a l i zes the r e s p o n s i b i l i t y f o r con t ro l l i ng 
the cash, but proves in p rac t i ce to be exceedingly cumbersome and expensive. 
Hot only are severa l o f f i c e r s compelled to spend the g rea te r p a r t of the 
day i n the v a u l t s s e t t i n g combinations, but departments are forced to waste 
a considerable amount cf time wai t ing fc:- m o f f i c e r to reach the vaul t* 
These delays have a d i r e c t e f f e c t upon the service rendered to member banks 
in t h a t , In many ins t ances , bank messengers have been held on the l ine bf 
our Paying Divis ion f o r an unnecessar i ly long t ime. 

No s i m i l a r d i f f i c u l t i e s are experienced in handling s e c u r i t i e s , because 
the custody of a l l s e c u r i t i e s has been cen t ra l i zed in the Custody Department. 
The s e c u r i t i e s handled t o t a l $3,400,000,000, in negot iable f o r a , as compared 
with $300,000,000* in cash, and in sp i t e of the f a c t tha t t he re i s i n f i n i t e l y 
more work at tached to the handling of s e c u r i t i e s than to the handling of cash , 
i t has been poss ib le through the c e n t r a l i z a t i o n of the cont ro l of s e c u r i t i e s 
in the Custody Department to handle s e c u r i t i e s wi th the maximum of p ro tec t ion 
combined with an economy and e f f i c i e n c y of operat ion t h a t i s lacking i n the 
present decen t ra l i zed method of con t ro l l ing cash. 

Our experience with s e c u r i t i e s ind ica tes t ha t the l o g i c a l method of con-
t r o l l i n g aid handl ing cash would be through the organizat ion of a Cash Custody 
Division s imi l a r to the presen t s e c u r i t i e s Custody Department* 

The advantages of the reorganizat ion as charted above are b r i e f l y as 
fo l lows : 

A. CONTROL 

1. (a) The Secur i t i es Custody Division w i l l have custody of s e c u r i t i e s 
deposi ted in the v a u l t f o r safekeeping. (This i s the same 
as a t p r e s e n t . ) 

(b) The Cash Custody Division w i l l have custody of a l l o f f i c e r s ' 
cash deposited i n the v a u l t and of a l l t runks , t rucks or 
o ther r ecep tac les , deposited by t e l l e r s and departments in 
the vau l t f o r safekeeping over night* 
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2. The organizat ion of a Cash Custody Division wi l l d e f i n i t e l y 
p lace the custody of o f f i c e r s * cash and trunks in a d i v i -
sion of the bank tha t w i l l be shown on the organiza t ion 
char t a s above. The c e n t r a l i z a t i o n of control and r e -
s p o n s i b i l i t y thus secured grea t ly increases the p ro tec t ion 
a f fo rded the d i r e c t o r s and o f f i c e r s of the bank in the 
handl ing of these valuables , 

3* The two Custody Divisions wi l l operate a s a safe deposi t 
company i n conjunction with members of Group 1, making i t 
poss ib le to reduce the number of employees, approximating 
t h r ee hundred, now authorized by the vaul t r egu la t ions t o 
have access to the vau l t , t o approximately twenty employees 
other than o f f i c i a l s of the bank* (See sumnary of Changes 
i n Ex i s t ing Vault Regulations a t t a c h e d . ) 

B. OPERATION 

1. Transactions of the Cash Custody Division w i l l be witnessed 
by r ep resen ta t ives of three d i s t i n c t groups* 

(a) One or more members of Group 1 
(b) One or more members of the Cash Custody Divis ion 

(c) One or more represen ta t ives of the Auditing Department 

2. All t r ansac t ions of the Cash Custody Division w i l l be based 
upon properly author ized deposit or withdrawal t i c k e t s . 

3« The Cash Custody Division wi l l debi t and credi t other depar t -
ments f o r t r ansac t ions with i t , and i t s dai ly proof w i l l 
form an i n t eg ra l pa r t of the cash proof of the bank. 

U. All e n t r i e s i n the records of the O f f i c e r s ' Cash Section of 
the Cash Custody Division w i l l be audi ted da i ly . 

5. The process of deposi t ing and withdrawing cash from the vaul t 
w i l l be great ly s impl i f i ed . Departments w i l l no longer be 
forced t o wait i n the vaul t u n t i l an o f f i c e r can be secured 
to se t the combination, and o f f i c e r s w i l l not be required 
to spend so much time in the vaul t , thus e f f e c t i n g an i n -
crease i n operat ing e f f i c i ency with a decrease i n cos t . 
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SUMMARY OF CHANGES TN EXISTING VAULT HEGTH.ATIONS 
• UNDER PROPOSED REORGANIZATION 

OF CASH AND CUSTODY FUNCTION. 

O U T S I D E D O O R S . T O A L L V A U L T S 

L_ 
Membership 

— 

Present Proposed 

Group 1 

Upper dial , 
entrance 
doors t o 
v a u l t s 

General O f f i c e r s and Senior O f f i c e r s , 
, and 

Mr. Fowler 
Mr, Goodwin 
Mr. Sprowl 
Mr. Meeks 

General O f f i c e r s and Senior 
O f f i c e r s , and 

Mr. Fowler ) (Chiefs and 
Mr. Goodwin ) ( a s s t . c h i e f s 
Mr. Sprowl ) (of Vault Div 
Mr. Meeks ) 

Group 2 

Lower d i a l 
entrance 
doors to 
v a u l t s 

! 

All managers 
Mr. Hammond Mr. H. C. Low, Jr. 
Mr. Fuman Mr. Rees 
Mr. Jenkins Mr. Vansant 

Note: On main vau l t in t h i s bu i ld ing 
the fo l lowing a r e a l s o au thor ized : 
Mr. L o t t s Mr, Harvey 
Mr. Hollingshead Mr. Chapin 

i 
All managers 
Chief - Paying Division 
Chief - Receiving Division 
Chief - Money Divis ion 
Chief - S e c u r i t i e s Custody Dv. 
1 s t Ass t . Ch ie f -Secu r i t i e s 

Custody Divis ion 
Chief - Cash Divis ion 
1st Asst.Chief-Cash Custody 

Div is ion 

I N T E R I O R C O M P A R T M E N T S 0 : F A L L V A U L T S 

Membership Present Proposed 

Group 1 

Upper d i a l 
i n t e r i o r 
compart-
ments: 

General O f f i c e r s and Senior O f f i c e r s , 
and 

Mr. Fowler 
Mr, Goodwin 
Mr. Sprowl 
Mr. Meeks 

Note: Only con t ro l s compartments con-
t a i n i n g o f f i c e r s * cash and l a r g e r e -
serve . In case of l a t t e r , combination 
i s held only by general and senior 
o f f i c e r s . 

General O f f i c e r s and Senior 
O f f i c e r s , and 

Mr. Fowler ) (Chief and Asst . 
Mr. Goodwin) ( c h i e f s of Vault 
Mr. Sprowl ) (Division 
Mr. Meeks 

Note: Hold upper d i a l combina-
t i o n s of a l l i n t e r i o r compart-
ments which include a l l cash 
and cus tod ies of the bank. 
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INTERIOR COMPARTMENTS OF VAULTS (Cont 'd) 

Membership Present 
"J ; 

Proposed 

Custody 1 . O f f i c e r s 1 Cksh 1. Cfeish Custody Division 
Groups G. E, Chapin R. M. O'Hara O f f i c e r s ' Cfeish and T e l l e r s ' Cfeish 

C. H. Cod J . E. Raasch 
Lower Dial J . E. Crane J . M. Rice Manager, Custody Department 
i n t e r i o r Ralph T. Crane L. R. Rounds Manager, C&sh Department 
compart- B. 11. Grant I . ¥ . Waters or i n t h e i r absence any one of 

W. A. Hamilton E. C. French four names to be se lec ted from 
H. M. J e f f e r s o n R. 17. Furman the Cfeish Custody Divis ion. 
J . W. Jones J . F. Hammond 

the Cfeish Custody Divis ion. 

A. J . Lins H. C, Jenkins 
17. B. Matteson H. C. Low, J r . 
H. R. Murray H. K. Rees 

S. S. Vansant 
Custody 2 . Custody Department Secu r i t i e s Custody Div. 
Groups Group A Group B Manager, Cash Department 

Lower d i a l 
H, C. Jenkins L. Ten Eyck Manager, Custody Dept. 

Lower d i a l W. A. Watson C. E. Pr ice and i n t h e i r absence 
i n t e r i o r W. E. Townsend P. DeFliese ally one of s ix names 
compart- George Lown M, J . Heaphy t o be se lec ted from 
ments F. Tellander Secu r i t i e s Custody Div. 

C. F. Bahntge 

Special 
3. B i l l Department Eliminated 

Special Grout) A Group B 
Group s Earl V. Guy M. J . McLoughlin Will be deposited with 

T7. A. Keepers t7. S. Leonard Cash Custody Divis ion 
J . P. Dunn D. Gardner 

Cash Custody Divis ion 

4. Cfeish Department 
(Author i t ies Div.) Eliminated 

Will be deposited with 
Single combination compartment. Cash Custody Div is ion . 

5- Cksh Department (Gold Bullion Eliminated 
Sec. ) 

Group A Group B 
John White F. M. Curt is Will be deposited with 
P. J . Donohue > 17. C. Sa l te r Gash Custody Divis ion. 
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Membership Present Proposed 

6 . Cash Detit* (incoming Reg. t M l Sec-) Eliminated 

Wil l be deposi ted with 
Cash Custody Div is ion . 

Group A Group B 
F.B. Anderson R. MsKinley 
F. Seeger J . J . P o t t e r 
F*N. Delevan C.J . Witmore 
J .A. Cole 

Eliminated 

Wil l be deposi ted with 
Cash Custody Div is ion . 

7 . Cash Der t . (Money Div. -Mixed Currency) Eliminated 

Will be deposited with 
Cash Custody Div is ion . 

Group A Group B ^ 
A.L. G r i f f i n A.C, Walton 
A.C. Dunckleman C. Hickok 
R.E. Gatechair W.G. Seyforth 

Eliminated 

Will be deposited with 
Cash Custody Div is ion . 

8. Cash Dept. (Money Div. - Nts . o ther F.R.B.) Eliminated 

Will be deposited with 
Cash Custody Division* 

Group A Gr oup B 
James F le tcher C. Simonson 
Albert T u t t l e H. Woolryr 

Eliminated 

Will be deposited with 
Cash Custody Division* 

Special 
Groups 

lower 
d i a l 
i n t e r i o r 
compart-
ments 

9 . Cash Department (Money Div.-Trunk Sec.) Eliminated 

Will be deposited wi th 
Cash Custody Divis ion 

Special 
Groups 

lower 
d i a l 
i n t e r i o r 
compart-
ments 

Group A Ghrovp B 
J . J . Byrnes R«W. Combes 
F. Montignsni C.M. Chr i s t i e 
A.C. Dunckelman C . I . Budd 
B.P . Moffat J . Dundas 
W.A. Anderson J . 0 'Su l l i van 
E.H. Osterhaus I . I . Parker 
A.C. Walton R. Major 
A.L. G r i f f i n B.P. Boas 
R.C. Chapin F. Gugal 
R.E. Gatechair J . J . Logue 

Eliminated 

Will be deposited wi th 
Cash Custody Divis ion 

1 

10. Cash Dept. (Money Div.Uhasst . F.R» Notes) Eliminated 

Will be deposi ted with 
Cash Custody Division 1 

Group A Group B 
R.C. Chapin J . J . Logue 
Richard Major F .S . Stubbs 
M.H. Rudyard H. Kinne 

Eliminated 

Will be deposi ted with 
Cash Custody Division 

11. Cash Department (Paying Div.) 
Group A (jroup B_ 

C.C. Be l l G.H. Lot ts 
H. Hollingshead T.B. Bruder 
W. Marcus A. Black 

C.A. Senior 

Eliminated 

Wil l be deposited with 
Cash Custody Divis ion 
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Membership Present Proposed 

Special 
Groups 

Lower d i a l 
i n t e r i o r 
compartments 

12. Cash Department (Receiving Div. ) 
Grow A 

V.A. Harvey 
P . P . Malcolm 
F. Stocker 

Grow B 
J .A. Anderson 
J .G . North 
A.G. Anderson 

Eliminated 

Wil l he deposited witii 
Cash Custody Division 

11. Cer t , of Indebt . Dent. ( Issue) 
Group A 

U. Wells 
T.B. DeLa Ree 
G. Stephenson 

Group B 
H.L. Carpenter 
Garre t t LaPort 
H.A. Davis 

Eliminated 

Will he deposi ted with 
Cash Custody Division 

1U. Cer t , of Indebt* Dent. (Redenrp) 
Group A Group B 

U. Wells G.M.D. KLov 
F.J* Kammerer B.H. Manee 
G- Stephenson E. Voorhees 

Eliminated 

Will he deposited with 
Cash Custody Divis ion 

15• Cash Dent.(Money Div. 1 ' s & 2 ' s Sec.) 
Group A Group B 

I . L . Parker 
B.P. Moffat 
F . Montignani 
R.A. Falh 

J . F . Dundas 
W.A. Anderson 
E.H. Osterhaus 
J . 0 S u l l i v a n 

Eliminated 

Will be deposi ted with 
Cash Custody Divis ion 

l 6 . Cash Dent. (Money Div.Cancel & Cut. Sec.) 
Grou-p A Group B 

L. Carrazone R. Combes 
A. MacNeil T. Fors te r 

M.H. Rudyard 

Eliminated 

Wil l be deposited with 
Cash Custody Division 

17. Check Dent. (Redenrp & Return Item Div.) 
Group A Group B 

H. Drew A. Besses 
D. Mil le r E. McMahon 
J . Ear le R. Nalley 

Eliminated 

Will be deposited with 
Cash Custody Division 

18. Col lec t ion Dent. (Ci ty Coll . Div.) 
Group A Group B 

F . J . Dr i e r S. Lerer 
H.R. Tappan W. Reckert 
A. Surman 

Weaver 
F. Peterson 
L. Vorback 

Eliminated 

Wil l be deposited with 
Cash Custody Divis ion 
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i > 

Membership 

Special 
Groups 

Lower d i a l 
i n t e r i o r 
conrpartoents 

Present Proposed Membership 

Special 
Groups 

Lower d i a l 
i n t e r i o r 
conrpartoents 

19. Col lect ion Dept.(Coup.Coll .Div.) 
Group A. Group B 

V. Wi l l i s B. E. Wendell 
R. J . Stephens G. V. VanSicklen 
A. W, Cunningham W. H. Mall on 

Eliminated 

Will be deposited with 
Cash Custody Division. 

SO. Col lect ion Dept. (Country Col l .Div, ) 
Group A. Groyp B 

A, H. Murdock . J . C . Carraway 
F.G* Adams A. I&gue 
W.R. Noe E.K, Foster 

Eliminated 

Will be deposited with 
C&sh Custody Division* 

21 . Disbursing Dept. (Expense Div.) Eliminated 

Wil l be deposi ted 
with Cash Custody 
Divis ion 

Group A Group B 
V.C. McLaren E.G. Stocksr 
C.C. Hickey • P« Bicks le r 
M.S. Ross Cyri l Boyce 

Eliminated 

Wil l be deposi ted 
with Cash Custody 
Divis ion 

i 

22. Govt. Bond, Dept. (Bank Exchange Sec.) Eliminated 

Will be deposi ted 
with Cash Custody 
Divis ion 

i 

Group 4 „ Group B 
J . G . Hall L . J . Winters 
W.W. Burt D. Denny 
S.C. Msrwin C.A. Jage l s 
H. Seer H. G r i f f i n 

Eliminated 

Will be deposi ted 
with Cash Custody 
Divis ion 

23 . Govt, Bond Dept.(Supply & Prep . Sec.) Eliminated 

Will be deposited 
with Cash Custody 
Divis ion 

Group A Group B 
H.W, Scott C.A. Jage l s 
A. Martin C.A. Tfewkirk 
S.C. Merwin G. Wallace 
C. Cable W. Roberts 

Eliminated 

Will be deposited 
with Cash Custody 
Divis ion 

24# Govt. Bond Dept. (Conversion Sec.) Eliminated 

Wil l be deposited 
with Cash Custody 
Divis ion 

Group A Group B 
G. McCormick C.A. Jagels 
R. Haring . F. Par re l 1 
S.C. Merwin L« lager 
R. Brown T. Mannion 

Eliminated 

Wil l be deposited 
with Cash Custody 
Divis ion 

25 . Govt. Bond Dept. (Coupon Paying Div.) Eliminated 

Wil l be deposi ted 
with Cash Custody 
Divis ion 

Qroup A Group B 
J »B. Cunningham S.V. Ray 
William Wallace E. Wonsor / 
S.C. Iferwin C .A. Jage l s 
W. B a r r i t t F . Touhass 

Eliminated 

Wil l be deposi ted 
with Cash Custody 
Divis ion 
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Membership Present Proposed 

Special 
Groups 

Lower 
d i a l i n -
t e r i o r 
n.OTrypart'.rr 'R 

26. Govt. Bond Der t . (Delivery Sec.) Eliminated. 

Will "be deposited with 
Cash Custody Divis ion. 

Special 
Groups 

Lower 
d i a l i n -
t e r i o r 
n.OTrypart'.rr 'R 

Group A Group B 
A. Hughes C.A. Jagels 
C. Thompson J . Kling 
S.C. Merwin H. Lewis 
J . Schaefer H* Foote 

Eliminated. 

Will "be deposited with 
Cash Custody Divis ion. 

27. Govt. Bond Dept,< (Exc<- Den on. Sec- ) Eliminated. 

Will be deposited with 
Cash Custody Division 

Group A Group B 
W, E l l i o t t C.A. Jage l s 
Edward McManus G. Kurtz 
S.C. Merwin W. Dis'brow 
C. Abele R. Dir inger 

Eliminated. 

Will be deposited with 
Cash Custody Division 

28. Govt. Bond Dept . ( Indiv id .Exc.Sec . ) Eliminated 

Will he deposi ted with 
Cash Custody Division 

Group A Group B 
G.E. Jamison R.M. Haviland 
C.H. Smiley D.J . Lewis 
S.C. Merwin C.A. Jage ls 
A. Qaia J . Knox 

Eliminated 

Will he deposi ted with 
Cash Custody Division 

29- Govt. Bond.Dept,(Reg.Exchange &Trans Sec.) Eliminated 

Will he deposi ted with 
Cash Custddy Divis ion, 

Group A Group B 
J . Hynes C.A. Jagels 
W. Brush J .D . Smith 
S.C. Merwin L. F l t z p a t r i c k 
J , Dunn T. Walsh 

Eliminated 

Will he deposi ted with 
Cash Custddy Divis ion, 

30. Govt. Bond Dept. (Sort ing) Eliminated 

Will -he deposited with 
Cash Custody Div is ion , 

Group A Grow B 
F. Gascoigne C.A. Jagels 
H. Schauer H. Mackenzie 
S.C. Merwin G* McCann 

Eliminated 

Will -he deposited with 
Cash Custody Div is ion , 

31» Govt, Bond Dept. (War Savings Stamps) Eliminated 

Will be deposited with 
Cash Custody Division 

.Group.A Group B 
A.A. Nichols C.A. Jagels 
F. Savale L. S e i f e r t 
S.C. Merwin , C. Stanley 

J . Canfield 

Eliminated 

Will be deposited with 
Cash Custody Division 
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Membership j Present Proposed 

Special 
Groups 

Lower d i a l 
i n t e r i o r 
compartment 

32. Liber ty Loan Assn. Department 
Group A Grout) B 

H»C. McGowan J . Traver 
F.C. Roche F. Dallimore 
M. Crosby S. Eddy 

s 

Eliminated 

Will be deposi ted with 
Cash Custody Divis ion. 

33* Loan De-pt« (Loan & Disc. Div») 
Group A Group B 

C.N. Van Houten R.F» Cutler 
H.V. Stanley W. Coke l e t 
R«M. Morgan E . D. Snyder 

Eliminated 

Will be deposi ted with 
Cash Custody Division 

3U. Secur i t i e s Department 
Group A Grovrp B, 

U. Wells K*B« Russel l 
G. Stephenson W. Valentine 
L.W. Glover F.O Johnson 

Eliminated 

Will be deposi ted wi th 
Cash Custody Divis ion 

• 

35* Secu r i t i e s Dept. (Govt. Deposit Div.) Eliminated 

Will be deposi ted with 
Cash Custody Division 

• 

Group J Group B 
J#5» Manchester, J r* W.H, Conover 
J . R . Cook E.D, Has sard 
H,C« Low, J r . , E. Vollweiler 
G«W, Snedeker J.M.B. McCubbin 

Eliminated 

Will be deposi ted with 
Cash Custody Division 

36. Service Dept. (Employment Divis ion ) Eliminated 

Wil l .be deposited with 
Cash Custody Division 

Group A Group B 
Joseph Famon R.R. Apgar 
H.B. Long E.C, Rink 
R.V. Brown G. Shannon 

Eliminated 

Wil l .be deposited with 
Cash Custody Division 

37. Service Dept. (Off ice Ser . Fiv . . -Fi les) 

Single combination compartment 

t . f . . . . . . . 

Eliminated 

Wil l be deposited with 
Cash Custody Divis ion. 

38 . Govt. Bond Dept.(incoming Mail Sec.) Eliminated 

Will be deposited with 
Cash Custody Division 

Group A Group B 
J . Hoffman I . Ross 
R. Gat1in J . Golden 
S . C . Merwin C»A* J age I s 
W. G r i f f i t h s J . Baker 

Eliminated 

Will be deposited with 
Cash Custody Division 
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DAVID F . H O U S T O N 
S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

J O H N S K E L T O N WILLIAMS 
C O M P T R O L L E R O F T H E C U R R E N C Y 

ADDRESS REPLY TO 
FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W, P . 6 . H A R D I N G , GOVERNOR 

A L B E R T S T R A U S S , VICE GOVERNOR 
A D O L P H C . MILLER 

C H A R L E S S . HAMLIN 

H E N R Y A. L & E H C T N P A H 

W . T . C H A P M A N , SECRETARY 
R. G . E M E R S O N , ASSISTANT SECRETARY 

W . M. IMLAY, FISCAL AOENT 

Septeniber 22,1920. 
X-201} 

Dear Sir: 

There are. enclosed herewith copies of c o n f i d e n t i a l 
i n s t r u c t i o n s i ssued by the Sec re ta ry of the Treasury under d a t e of 
August 30th, 1920, with r e s pe c t to Federal Reserve Banks, making 
exchanges, replacements and redemptions of United S t a t e s paper cur rency . 

The f e d e r a l Reserve Board understands from previous communica-
t i ons t h a t sfoiir hank i s in a p o s i t i o n t o take oveir the a d d i t i o n a l 
f u n c t i o n s iinmediately. Kiiidly advise the Board of the exact d a t e as 
soon as determined when your bank w i l l commence these riew currency 
opera t ions i n order t h a t the Treasurer cf the United S t a t e s and 
Ass i s t an t Treasurers concerned may be n o t i f i e d . 

The Secre ta ry of the Treasury has au thor ized the fo l lowing 
s ta tement by him to be used by Federa l Reserve Banks i n making t h e i r 
announcements of the assumption of these new opera t ions i n United 
S t a t e s paper cur rency , t o banking i n s t i t u t i o n s i n t h e i r Federal Reserve 
D i s t r i c t s toge ther witfr such l o c a l s tatement of r egu la t ions as may be 
neces sa ry : 

" In a n t i c i p a t i o n of the discont inuance 
of the seve ra l s u b - t r e a s u r i e s p r i o r t o 
June 30, n e x t , as d i r e c t e d by recen t 
l e g i s l a t i o n , the Secre ta ry of the Treasury 
has author ized and i n s t r u c t e d I n d e r a l Reserve 
Banks, as f a c i l i t i e s a re p r e s e n t , t o undertake 
exchanges and replacement .of United S t a t e s paper 
cu r rency . 4nd f u r t h e r , i n order t o f u r n i s h 
improved f a c i l i t i e s f o r the pub l i c and i n order 
t o e s t a b l i s h as equ i t ab l e a d i s t r i b u t i o n as 
p o s s i b l e of United S t a t e s paper currency f i t 
f o r c i r c u l a t i o n , the Secre ta ry has d i r e c t e d 
the Treasurer of the United S t a t e s h e r e a f t e r 
no t to make d i r e c t shipments of currency f i t 
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f o r c i r c u l a t i o n to remi t t ing banks ; but 
to t ransmit a c r e d i t t o the appropr ia te 
Federal Reserve Bank, which bank s h a l l 
make appropriate shipment. I t i s be-
l ieved t h i s procedure w i l l r e s u l t i n 
improving the general s i t u a t i o n through-
out the United Sta tes not only with 
respect t o the condi t ion of the paper 
currency, but with respect to the sho r t -
age of notes of small denominations now 
e x i s t i n g in many sec t ions of the country*" 

Very t r u l y yours, 

Governor. 

Enclosure. 

To Chairmen of a l l P.R. Banks EXCEPT RICHMOND 
CHICAGO j m DALLAS, 
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"PRESENT CONDITION AND FUTURE PROSPECTS OF 
THE PUT WOT n t : INDUSTR? FROM THE ST'-NB-
POINT OF THE FEDERAL RESERVE BANKING 

SYSTEM." 

Address by 

W. P* G- HARDING 

GOVERNOR, FEDERAL RESERVE BOARD 

before 

THE MOTOR AND ACCESSORY MANUFACTURERS ASSOCIATION 

a t 

CLEVELAND, OHIO 

September l 6 , 1^20. 
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"PRESENT CONDITION AND FUTURE PROSPECTS OF THE AUTOMOTIVE 
INDUSTRY FROw THE STANDPOINT OF THE EEDER/L RESERVE BANK-

ING SYSTEM," 

• I t i s a g rea t pleasure to me to have the p r i v i l e g e of address-

ing the r ep resen ta t ives of the c r e d i t department of one of our 

major i n d u s t r i e s . & am glad to have the opportunity of s t a t i n g 

some f a c t s to you which I think ought to remove any misapprehension 

tha t any of you may have as t o the po l i c i e s of the Federal Reserve 

Banks and of the Federal Reserve Board. I know tha t some people 

have had an idea tha t the pol icy of the Federal Reserve System 

f o r severa l months pas t has been one of repress ion and of r e -

s t r i c t i o n . I am not going to "burden you with a long a r ray of 

f i g u r e s t h i s a f t e rnoon . I have already made one speech today 

from notes in which I went very thoroughly in to d e t a i l . That 

may be p r in ted a l i t t l e l a t e r on and you can get a l l of the 

f i g u r e s you wish from t h a t . But I merely want you to know tha t 

ins tead of t he re having been any cont rac t ion in c r e d i t or in 

currency during the pas t twelve months or a t any time during 

tha t period wi th the exception of about two weeks in January 

and about two weeks in Ju ly , there has on the o ther hand been a 

steady increase in the volume of 
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b i l l s discounted by Federal Reserve Banks and of loans made by member 

banks, as well as a considerable increase i n the volume of currency 

represented by Federal Reserve notes in c i r cu la t ion* 

The n e t increase from September 1 s t , 1919, to Sep t e n t e r 1 s t , 1920,. 

i n the volume of Federal Reserve note c i r c u l a t i o n was about s i x hun-

dred and t h i r t y mi l l ions of d o l l a r s , of which amount three hundred 

s i x t y mi l l ion d o l l a r s represents the increase since the 2)rd of January 

l a s t when the Federal Reserve Bank discount r a t e s were advanced t o 

approximately t h e i r present l e v e l . 

During the twelve months there has been an Increase in the commercial 

b i l l s discounted by Federal Reserve Banks of about one b i l l i o n one 

hundred and f o r t y - s i x mil l ions of d o l l a r s . There has been a decrease 

in the amount of paper discounted f o r member banks secured by Government 

ob l iga t ions so t h a t the net increase in the loans and advancements of 

Federal Reserve Banks to t h e i r member banks f o r the twelve month period 

ending the 1st of Septenfcer has been about e igh t hundred aid t en mil l ions 

of d o l l a r s . The increase i n the loans of member banks, as gauged by 

f i g u r e s furn ished by e i g h t hundred and n ineteen banks which make regu la r 

r epor t s every week t o the Federal Reserve Board, has been during the 

same time about eleven hundred mi l l ion do l l a r s in commercial paper and 

the ne t increase in the accommodations f o r those e igh t hundred and 
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nineteen repor t ing tanks which represent a l l of the important 
and Branch Bank c i t i e s 

member banks in the Federal Reserve/ and c l ea r i ng 

house c i t i e s of the United S t a t e s , has been about seven hun-

dred and f i f t y - f i v e mi l l ion d o l l a r s . The resources of those 

banks represent between s i x t y - f i v e and seventy per cen t of 

the resources of a l l member banks and between t h i r t y - f i v e 

and f o r t y per cen t , of a l l commercial tanks in the country* 

The c r e d i t s i t u a t i o n has mate r ia l ly improved since 

l a s t sp r ing . That improvement i s manifest not so much in 

the f i g u r e s shown because, as I have already s a i d , there 

has been no reduction in the loan account e i t h e r of member 

banks or of the Federal Reserve Banks- On the other hand 

there has been a g rea te r expansion in bank c r e d i t and in 

currency in c i r c u l a t i o n as represented by Federal Reserve 

notes during the pas t twelve months than there has been at 

any period in the h i s t o r y of the country, with the exception 

of the twelve month period from September, 1917* to September, 

1918, when we were in the midst of the war; but the improve-

ment l i e s in the g rea t e r l i q u i d i t y of the a s se t s of the 

Federal Reserve Banks and of the member banks* 

The Federal Reserve Banks are the custodians of 

the u l t imate banking reserves of t h i s country. The law 

has been changed so that no member bank can count as reserve 

any gold or lawful money or currency that i t has i n i t s own 
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v a u l t . No member bank i s required, to keep any s p e c i f i e d 

amount of currency on hand. That i s a mat te r tha t i s l e f t 

e n t i r e l y to the determination of-each bank. The lawful 

reserves are the co l l ec ted balances with the Federal Reserve 

Banks. 
c r i s e s 

In the var ious which t h i s country has experienced 

in .the p a s t , and we have had some very ser ious t imes, such 

as 1873» 1893 and 1907i the years of the major pan ics , we 

had Europe to f a l l back on. Then our banks were able to 

s e l l f inance b i l l s and to b r ing in gold. The panic of 1907 

was re l ieved by the use of f inance b i l l s and by the export 

of goods which were paid f o r in gold, so tha t while we had 

acute panic condi t ions the l a t t e r p a r t of October and the 

f i r s t of November in 1907, we had. a period of extreme ease 

of money by the l a t t e r p a r t of January, 1908. That was due 

to the importat ion of gold and to the subsidence of panic 

cond i t i ons . 

You a l l know b e t t e r than I can t e l l you the condi t ion 

of Europe due to the fou r years end a half of the most 

de s t ruc t ive war in h i s t o r y . You are f a m i l i a r with the 

d e s t r u c t i o n not only of human l i f e , bu t of the c a p i t a l , 

of the r e a l p rops r ty and of the l iqu id wealth of the world. 

You know what the expansion of c r e d i t has been in Europe 

on account of war condit ions and the de s t ruc t i on of c a p i t a l , 

and you know t h a t most of the coun t r i e s of Europe are no 
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longer on a gold b a s i s „ They have a depreciated, currency* 

Their exchange has d e c l i n e d to minimum f i g u r e s , i n many 

c a s e s f i v e t o t en percent , of t h e i r normal p a r i t y , so that 

today the Federal Reserve Banks stand as the f i n a l r e s o r t 

of c r e d i t not only i n t h i s country , but throughout the 

world. 

I t i s very necessary to keep the Federal Reserve Banks, 

p a r t i c u l a r l y in these c ircumstances , in a s t r o n g , sound, c l e a n 

p o s i t i o n . The s t r e n g t h of the Federal Reserve Banks may be 

measured, not a l t o g e t h e r in the amount of gold held by them 

as reserve agairist t h e i r l i a b i l i t i e s , - note i s s u e s and d e p o s i t s , 

but as w e l l by the l i q u i d i t y and inherent soundness of t h e i r 

inves t ed a s s e t s . X 

I do not minimize the importance of a gold reserve ; f o r 

a go ld reserve i s the very foundat ion stone of any eound 

f i n a n c i a l system, but I do not ho ld that the maintenance of 

any s p e c i f i e d minimum reserve at a l l t imes i s a b s o l u t e l y 

n e c e s s a r y . The main po int i s that i f the demands of b u s i n e s s , 

of a g r i c u l t u r e , commerce and industry i n t h i s country along 

e s s e n t i a l l i n e s demand c e r t a i n seasonal or extraordinary 

accommodations f o r the common good, they should be granted 

even though the reserve might f a l l to a po in t below normal 

or below the f i g u r e prescr ibed by law, f o r the law does n o t 

l i m i t the use of these re serves under c e r t a i n c o n d i t i o n s and 

p e n a l t i e s . 

But the po int I wish to make i s that any low reserve 
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p o s i t i o n at the Federal Reserve Banks caused by any temporary s t r a i n 

or emergency should not be regarded a s a normal base from which 

future emergencies must be mat. Whenever tile reserve f a l l s we 

must take a c t i o n to bu i ld i t up aga in . 

"„'e had a meeting i n Washington, on the 13th day of May l a s t , 

wi th the members of the Federal Reserve Advisory Council , the Federal 

Reserve Board and the Class A d i r e c t o r s of Federal Reserve Banks. 

*,7e d i scussed c r e d i t condi t ions very f u l l y . At that time we had 

jus t passed the peak of one of the w i l d e s t per iods of extravagance 

and s p e c u l a t i o n t h i s country has known in a long t ime. We found that 

not only had there been an abuse of credi t for n o n - e s s s n t i a l purposes 

to meet extravagances of var ious kinds, but that commodities produced 

on the farms l a s t year were being held back, p a r t l y of n e c e s s i t y on 

account of lack of ra i l road f a c i l i t i e s , and p a r t l y i n the hope of 

g e t t i n g higher p r i c e s , which t i e d up a v a s t volume of c r e d i t . Re 

were look ing forward'to the seasonal movement of crops, the crop moving 

season i n t o which we have now entered, and some concern was f e l t a s to 

our a b i l i t y t o meet s a f e l y and e f f e c t i v e l y the l e g i t i m a t e demands which 

were going t o be made on the banking system during the next few weeks, 

u n l e s s we put some r e s t r a i n i n g i n f l u e n c e s i n t o a c t i o n to stop undue 

use of tanking c r e d i t . A f t e r t a l k i n g the matter over we decided that 

banks genera l ly should be cautioned to use a more d i s c r i m i n a t i n g 
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judgyient i n g r a n t i n g c r e d i t s and t h a t they should g i v e p r e -

f e r e n c e t o l o a n s of an e s s e n t i a l charac ter rather than t o t h o s e 

of a n o n - e s s e n t i a l c h a r a c t e r . We f e l t then and we f e e l now 

t h a t t h e a d v i c e g iven was sound., and that the country has 

been very g r e a t l y b e n e f i t e d by the a c t i o n tha t was taken, 
i 

The Federal Reserve Board however has d i s t i n c t l y d e c l i n e d t o 

g i v e any d e f i n i t i o n of e s s e n t i a l or n o n - e s s e n t i a l l o a n s . 

When you th ink about i t , you w i l l r e a l i z e what an e x c e e d i n g l y 

d i f f i c u l t t h i n g i t would be f o r any board of s even men s i t t i n g 

i n Washington t o undertake t o d e f i n e by any ru le of countrywide 

a p p l i c a t i o n what i s an e s s e n t i a l indus try and what i s a non-

e s s e n t i a l i n d u s t r y , and what i s an e s s e n t i a l l o a n and what i s 
V 

a n o n - e s s e n t i a ] loan* We s t a t e d then and I repeat today t h a t 

t h e Federal Reserve Board w i l l not undertake t o g i v e any 

d e f i n i t i o n of e s s e n t i a l and n o n - e s s e n t i a l ( l o a n s . \7nile a 
i 

Federal Reserve Bank i s i n b e t t e r p o s i t i o n t o undertake such a 

d e f i n i t i o n than the Federal Reserve Board is,, s t i l l we f e e l 

t h a t a Federal Reserve Bank i t s e l f w i l l b e t t e r conduct i t s 

» b u s i n e s s under the p r o v i s i o n s of S e c t i o n 4 oi the bede ia l 

Reserve Act which requ ire the d i r e c t o r s t o a j r a i n x c t e r tb.e a f f a i r s 

of the Bank f a i r l y and i m p a r t i a l l y , and wi thout p r e f e r e n c e t o 

any bank or group of banks^ and i n ex tending i t s accommodations 

t o make such l o a n s a s may be " s a f e l y and reasonably made" t o 
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member banks f ,with due regard to the wants and require -

ments of other member banks". That means that the d i r e c t o r s 

should not permit any member bank f o r the purpose of unduly 

extending i t s business to rece ive an undue volume of r e -

discount accommodation at the Federal Reserve Bank par t i cu -

l a r l y when these extended c r e d i t s to a few banks might impair 

the Reserve Bank's a b i l i t y to meet the l e g i t i m a t e demands of 

other member banks* The matter of granting loans to the 
one 

ind iv idua l or t o the firm or corporation i s which i s 

e n t i r e l y i n the hands of member and non-member tanks with which 

these i n d i v i d u a l s and corporations deal . The Federal Reserve 

Board has no d i s c r e t i o n , nor has the Federal Reserve Bank any 

d i s c r e t i o n in the matter of a loan which a member or non-member 

bank may wish t o make or dec l ine . If the bank i s a nat ional 

bank, i t i s governed by those s e c t i o n s of the rev i sed s t a t u t e s 

of the United S ta te s which are commonly known a s the National 

Bank Act* If a s t a t e bank, i t i s governed by the laws of 

the s t a t e and by the ru l ings of the s ta t e banking depart-

ment* Neither the Federal Reserve Board nor the Federal 
_ .at a l l 

Reserve Bank has any j u r i s d i c t i o n / o v e r the loan transac t ions 

of commercial banks. What the Federal Reserve Board and 

the Federal Reserve Banks are concerned with i s to keep the 

a s s e t s of the Federal Reserve Banks i n a c lean, sound, and 

healthy condit ion, having a s much,paper of a l i q u i d character 

a s p o s s i b l e to be paid a t maturity so that i f the occas ion 
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should a r i s e t o make i t necessary to use the r e s e r v e s i n 

order t o meet some unusual emergency or some unusual seasonal 
they 

cred i t requirement, can do so« 

But whi le we have never undertaken to d e f i n e e s s e n t i a l s , 

I think i t i s ax iomat ic , and that a l l w i l l concede that 

there are four great fundamental e s s e n t i a l s ; - food, f u e l , 

c l o t h i n g , s h e l t e r ; and in order t o provide these n e c e s s i t i e s , 

t r a n s p o r t a t i o n looms up a s an a b s o l u t e l y important f a c t o r . 

Now, the problem before an i n d i v i d u a l bank in grant ing c r e d i t 

seems t o be very much simpler than that which would confront a 

Federal Reserve Bank i f i t undertook to grant c r e d i t a l o n g 

e s s e n t i a l and n o n - e s s e n t i a l l i n e s , and far s impler than t h a t 

which would confront the Federal Reserve Board i f i t should 

undertake t o make any r u l i n g that paper should be discounted 

or dec l ined wi th re ference t o i t s e s s e n t i a l i t y or non-

e s s e n t i a l i t y . 

In the f i r s t p lace , some l o a n s are e s s e n t i a l a t c e r t a i n 

seasons of the year when they might not be e s s e n t i a l a t other 

seasons of the year . Take the canning industry , f o r 

i n s t a n c e , and the cold storage industry a l s o . Along i n 

June and the ear ly part of July a great many of the small 

crops come i n which ought t o go i n cold storage or to the 

canner ie s . These i n d u s t r i e s have occas ion then t o use the 

banks t o ge t l a r g e c r e d i t s i n order to pay the farmers for the 

products that they u s e . Now, i t i s p e r f e c t l y reasonable f o r 
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the c o l d s torage indus try or the canning industry to use 

money and c r e d i t , no t only f o r t h e i r own b e n e f i t , but f o r 

the common good, a t those seasons of the year , w h i l e , i f 

the same i n d u s t r i e s should ifcidertake to come i n December 

and January to borrow large sums of money, any bank t o which 

they should apply might w e l l put them on inquiry as t o the 

purpose of the proposed loan* because i f loans are granted 

to co ld s torage concerns or canner ies f o r the purpose of 

h o l d i n g back f o r h i g h e r pr i ce s goods that the market i s ready 

to absorb and that ought t o go on the market in order t o meet the 

requirements of the p u b l i c , we should say that common sense would 

t e l l the banker that such a l o a n at that time would be u n e s s e n t i a l * 

The whole ques t ion i s a l o c a l matter . By l e a v i n g the 

member banks and the non-member banks e n t i r e l y f r e e to use 

t h e i r own judgment i n grant ing loans , t h e y are not bound to 

take tiur advice i f they do not want to; the only thing that 

can be done i s f o r the Federal Reserve Bank to say, "We think we 

have d iscounted enough paper f o r you. You do not seem to be 

very c a r e f u l i n the matter of ho ld ing your loans i n check, 

and we are going t o g ive you a c e r t a i n l i n e and we are not 

i .oing any fur ther ;" that i s as f a r as the Federal Reserve Bank 

can go because the Federal Reserve Bank i s not al lowed by law t o d e a l 
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d i r e c t l y with the p u b l i c , with the except ion of t r a n s a c t -

ions in bankers' acceptances which the Federal Reserve Bark may 

buy e i t h e r wi th or without the endorsement of a member bank, and 

those acceptances have to meet a l l the requirements of e l i g i b i l -

i t y which the law imposes upon paper o f f e r e d f o r d i scount by mem-

ber banks; the Federal Reserve Bank can only r e - d i s c o u n t naper 

when endorsed by a member bank; i t does not have any general d e a l -

ings w i th the p u b l i c . Now, p l e a s e bear t h i s in mind, that any mem-

b e r bank i s e n t i r e l y f r e e t o use i t s own d i s c r e t i o n in the matter 

of a l oan . I f a member bank wishes t o carry out the p o l i c i e s sug-

ges ted by the Federal Reserve Board, i t would n a t u r a l l y apply the 

t e s t to i t s own community because a bank i s supported by the com-

munity in which i t i s l o c a t e d . I t r e c e i v e s i t s d e p o s i t s from that 

community. I t i s there to serve that community. I t w i l l grow or 

d e c l i n e as the b u s i n e s s of that community improves or re trogrades . 

There are c e r t a i n i n d u s t r i e s in t h i s s e c t i o n of the country 

which you may w e l l deem as be ing h i g h l y e s s e n t i a l . They support a 

great popula t ion . They mske bus ines s for other l i n e s of industry 

and you are p e r f e c t l y reasonable in regarding the b u s i n e s s as h i g h -

l y e s s e n t i a l and your member banks are e n t i r e l y j u s t i f i e d in making 

loans to support l o c a l i n d u s t r i e s , whi le banks l o c a t e d in other s e c -

t i o n s which have no such i n d u s t r i e s , but have other i n d u s t r i e s of an 
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e n t i r e l y d i f f e r e n t c h a r a c t e r dependent u^on them -ray take the 

v iew that some n a r t i c u l c r loans which a re h igh ly e s s e n t i a l here 

are not e s s e n t i a l with them, and v i ce versa, 

For ins tance , you would not regard here in Cleveland loans 

based on s a l t water f i s h e r i e s as e s s e n t i a l because you have a 

f r e s h water lake here and you do not have any s a l t water f i s h e r y 

"business. Yet in other s ec t ions of t h i s country those would be 

regarded as h igh ly e s s e n t i a l loans» 

The whole question, therefore , of the e s s e n t i a l and n o n e s -

s e n t i a l character of a loan i s l e f t f o r individual determination 

by each member bank, 

I know that the bus iness in which you are i n t e r e s t e d exper i -

enced a very great expansion- in the months that fo l lowed the war, 

and I ^resume that some of you w i l l admit that people in some cases 
who 

bought the things in which you are deal ing on c r e d i t had no 

b u s i n e s s us ing the ir c r e d i t in that direction* I have been a bank-

er and i f I were a banker today, t h i s would be my rjol icy, regardless 

of whether t h i s industry was e s s e n t i a l to the p a r t i c u l a r l o c a l i t y in 

which I might be l o c a t e d , - I would look out f o r my good customers. I f 

a dealer in automobilesbrought a l o t of paper to me for discount , 

i f I were s a t i s f i e d with the solvency of the dealer , 
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w i t h the va lue of h i s endorsement, i f he did not wish an e x -

c e s s i v e l i n e of c r e d i t , out of proport ion to the average b a l -

ance c a r r i e d wi th me or out of proport ion to the c r e d i t which 

I might f e e l I should grant to merchants and other l i n e s of 

industry which were dependent upon my i n s t i t u t i o n f o r c r e d i t 

support, I would take h i s o f f e r i n g s . I f on the other hand, 

I f e l t that he was d isposed to do too l arge a b u s i n e s s f o r 

h i s c a p i t a l and was undertaking t o get from me, f o r the pur-

nose of f u r t h e r expanding h i s b u s i n e s s , an unduly l a r g e l i n e 

of c r e d i t , I would hold him down under any c ircumstances . 

In that c a s e , I would s c r u t i n i z e h i s r>aper more c a r e f u l l y -

I f I found that he o f f e r e d the paper of a man with whose 

c r e d i t s tanding I was p e r f e c t l y s a t i s f i e d , whom I knew was 

ab le t o pay h i s o b l i g a t i o n at maturi ty , I would take i t . 

I f , on the other hand, he should o f f e r a paper of a man 

who had no c r e d i t r a t i n g , no r e s p o n s i b i l i t y whatever, who 

had merely bought an automobile, paying probably ten ner 

cent , in cash and wanted to g ive h i s note f o r the r e s t , 

I would d e c l i n e t o take that paper because I would doubt 

the maker's a b i l i t y t o nay i t . Cer ta in ly a w e l l managed 

bank does not want t o become a dea ler in second hand auto-

mobi le s . 

This i s the whole p r o p o s i t i o n . There h a s n ' t anything 

been done by the Federal Reserve Board and in most cases 

n o t h i n g has been done by any Federal Reserve Bank that 
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r e f l e c t s in any manner upon one of the g r e a t e s t indus -

t r i e s of t h i s country. I t would be a very s e r i o u s 

th ing f o r any body of men to voider vske t o sake an a t -

tack upon, or to destroy a bus iness that i s as f i r m l y 

rooted and which has so many of the elements of e s -

s e n t i a l i t y a s your bus iness has, and I want to assure 

you that as f a r as the Federal Reserve Board i s con-

cerned, no such attempts have been made. 

A great many l e t t e r s have come to me from var ious 

s e c t i o n s of the country, making a l l k inds of complaints . 

I f i n d i n a number of cases there has been a misunder-

s tanding about the f a c t s , and I s h a l l read you a l e t t e r 

by way of i l l u s t r a t i o n . 

We had a complaint some time ago that a western 

r e p r e s e n t a t i v e a t Portland, Oregon, of a motor truck 

come any i n D e t r o i t had been informed by the bank wi th 

which he d e a l t in Port land that he could no longer r e c e i v e 

any c r e d i t from that bank; that i t was not going to d i s -

count any -naper f o r him, and gave a s a reason that the 

Federal Reserve Bank of San Francisco had n o t i f i e d i t 

that i t must not take any paper of that character . I 

very much doubted that the Federal Reserve Bank of San 

Franc i sco had undertaken to d i c t a t e or to go beyond i t s 

powers in d i c t a t i n g t o any member bank what paper i t 

should d i scount or what i t should d e c l i n e t o take . I 

t e legraphed the 2 ank and I got a f i rm den ia l from the 
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o f f i c e r s of the Federal Reserve Bank of San Franc i sco , 

They s a i d , "We have g iven no such i n s t r u c t i o n s . We 

have never asked anybody t o take our judgment on the 

paper that they should take. We e x e r c i s e our own 

judgment in what we should d i scount , 

They took i t up with t h i s p a r t i c u l a r member bank 

and here i s the r e p l y — A l e t t e r rece ived by the c h a i r -

man of the Board of D i r e c t o r s of the Federal Reserve 

Bank of San Francisco from t h i s p a r t i c u l a r member bank 

i n Port land, Oregon^—the San Franc isco bank says , 

"You are r e s p e c t f u l l y informed that t h i s bank has a t 

no time c a l l e d upon i t s member banks to r e s t r i c t the 

f i n a n c i n g of automotive concerns. A te legram from the 

Standard Motor Truck Company s t a t e s i t s western r e p r e -

s e n t a t i v e reported that the v i c e - p r e s i d e n t of the bank 

i n Port land had informed him that the Federal Reserve 

Bark had reques ted such r e s t r i c t i o n s . I wired the v i c e -

p r e s i d e n t of t h i s bank, asked i f he had been c o r r e c t l y 

quoted, and i f n o t , p l e a s e advise me what foundat ion he 

had f o r h i s s tatement . I am j u s t now i n r e c e i p t of h i s 

r e p l y as f o l l o w s : 'Answering your wire of September 8th , 

I a b s o l u t e l y deny having made any such statement. We 

have been and are now f i n a n c i n g r e s p o n s i b l e automotive 

concerns . ' " 

I know of a grea t many c a s e s s - 1 s i m i l a r t o t h i s . 

I think the whole misunderstanding i s due i n very 
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l arge part to the re luc tance on the part of some good bankers 

to say" no." You know there has been a crbd.it s t r a i n a l l over 

the country, that bankers are c o n t i n u a l l y be ing asked t o make 

loans that they f e e l they ought not to grant, and y e t compara-

t i v e l y few bankers have the knack of saying"no"without g i v i n g 

o f f e n s e . Banking, as you know, i s a h i g h l y compet i t ive b u s i n e s s . 

The average banker i s very much averse t o o f fending any custoner. 

A bank d i s l i k e s to l o s e en account even an account that i s r e -

garded a s an e x c e s s i v e borrowing account. I t looks back i n the 

l e d g e r s and i t f i n d s that a few months ago or a few years ago 

t h i s p a r t i c u l a r account was not a borrowing account, but kept a 

l arge d e p o s i t , and i t never knows "vhen i t i s going t o become a 

large d e p o s i t account again . So that the primary c o n s i d e r a t i o n 

of n e a r l y a l l banks i n d e c l i n i n g l o a n s i s to avoid g i v i n g any 

o f f e n s e . We a l l know that under present c o n d i t i o n s we have a l e n d -

e r ' s market ra ther than a borrower's market. Banks have no trouble 

in keen ing t h e i r funds employed. They probably have a dozen a p p l i c a -

t i o n s f o r l oans t o every one that they r e a l l y wish to grant, and I 

know in some c a s e s , because I have traced i t down, that wh?re a bank 

r e c e i v e s an a p p l i c a t i o n f o r a loan which i t has no i n t e n t i o n of granting, 
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about 
f o l l o w s the l i n e s of l e a s t r e s i s t a n c e . The rout ine i s / l i k e 

t h i s : The bank o f f i c e r says t o the customer who comes i n 

and wants accommodation, "Wall, B i l l , old man, I would l i k e 

the b e s t i n the world to accommodate you. You have kept 

a good account with us in t imes past and I would r e a l l y l i k e 

t o help you, but you know the Federal Reserve Board won't l e t 

u s . " 

That i s a very easy way of "pass ing the buck, " but i t 

i s hardly f a i r t o the Federal Reserve Board, I t has caused 

me a great deal of extra work in answering te legrams and 

l e t t e r s , a s k i n g how about i t , and I want i t d i s t i n c t l y under-

stood that the Federal Reserve Board has never attempted t o go 

beyond i t s l awfu l powers which are c l e a r l y def ined i n the 

seventy pages known a s the Federal Reserve Act . We have not 

undertaken to d i c t a t e to any bank what l oans i t s h a l l make or 

what i t s h a l l not make. 

We have merely suggested a s a p o l i c y i n the bes t i n t e r e s t 

of the var ious communities i n t h i s country t h a t each bank should 

e x e r c i s e i t s judgment and support more p a r t i c u l a r l y the l o c a l 

i n d u s t r i e s which are dependent upon i t , wnich have no general 

c r e d i t , and that i f i t has to l i m i t i t s l o a n s , i t d i s c r i m -

i n a t e i n favor of those p a r t i c u l a r . i n d u s t r i e s which i n 

i t s judgment are e s s e n t i a l and which are necessary f o r the support 

and upbui ld ing of the community i n which t h e bank i s l o c a t e d . 
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If you w i l l take the f i g u r e s t o which I have r e f e r r e d , 

and, analyze them, you w i l l see that there has not been i n any 

s e c t i o n of the country any contrac t ion of l o a n s i n the 

a g g r e g a t e . I think you w i l l a l l agree that there was a 

general s p i r i t of extravagance i n t h i s country l a t e l a s t year 

and ear ly t h i s year, which was unhealthy. We a l l know that 

one of the most potent causes of d i s a s t e r i n manufacturing or 

commercial l i n e s i s over-product ion a t high c o s t s on expanded 

bank c r e d i t because sooner or l a t e r the time comes f o r l i q u i d a -

t i o n , and l i q u i d a t i o n under those circumstances i s a very 

unpleasant process and i s l i a b l e to bring about d i s a s t r o u s 

r e s u l t s . 

I can r e f e r you t o what happened i n Japan- Ear ly i n the 

present year there was j u s t as wi ld a boom, j u s t as wi ld •&. per iod 

of speculat ion and extravagance in Japan as we had h e r e . S i l k 

i s the main indus t ry the re . At one time l a s t February and March, 

in s p i t e of the warnings i s sued by the banks i n Japan e a r l y i n 

January to s l a c k e n up, s i l k had advanced t o f i f t y - s i x hundred 

yen per ba l e , a yen being about f i f t y cents in American money, 

and that represented a value of raw s i l k of about e igh teen 

d o l l a r s a pound. You may remember the o v e r a l l s movement in t h i s 

country l a s t s p r i n g . This r e f l e c t e d the change i n the buying 

a t t i t u d e of the p u b l i c . For some time i t had been regarded as a 

smart t h i n g t o pay t h i r t y d o l l a r s f o r a s i l k s h i r t 
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or t w e n t y - f i v e d o l l a r s f o r a p a i r of s h o e s . People began to look 

around, and t o shop a l i t t l e t o see i f they could not g e t more f o r 

t h e i r money. The r e s u l t of i t was that s i l k s h i r t s d e c l i n e d from 

t h i r t y d o l l a r s each down to e i g h t and ten d o l l a r s , and the demand 

even a t those f i g u r e s f e l l o f f . The same th ing happened i n shoes 

and i n c l o t h i n g . This i n d i c a t e s the change i n p u b l i c sent iment 

regarding extravagant purchases . 

What happened i n Japan was t h a t a l l c£ a sudden the p r i c e 

of s i l k f e l l from f i f t y - s i x hundred yen per ba le down to about 

s i x t e e n hundred yen per b a l e , and that brought about the f a i l u r e 

of a great mary important concerns engaged i n the manufacture 

and merchandising of s i l k , which caused the suspens ion of 

s e v e n t y - f o u r Japanese banks. 

4s a r e s u l t of the p o l i c y that the Federal Reserve System 

has adopted, we have passed out of t h i s per iod of e x h i l a r a t i o n 

and i n t o x i c a t i o n , you might say , when money came easy and went 

e a s y , and there i s now a more c a r e f u l s p i r i t mani fes ted i n t h i s 

country . People are tak ing a l i t t l e more c r i t i c a l view of what 

they are buying. They are c o n s u l t i n g t h e i r own requirements more 

c l o s e l y , and they are r e s t r a i n i n g themselves from c e r t a i n extravagances . 

Cer ta in ly t h i s makes f o r a b e t t e r c o n d i t i o n of a f f a i r s 
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and argues w e l l f o r permanent "business. Our American i n s t i t u t i o n s are 

permanent, i art an opt imis t on America. I do n o t b e l i e v e that what 

we want to do i s to maintain boom cond i t i ons here j u s t f o r t h i s season* 

Aren*t we going to be i n b u s i n e s s next year and the n e x t , and so out 

We must look ahead f o r the f u t u r e . We do not want to take too much 

of a chance merely f o r the sake of cont inuing a wi ld boom and having 

abnormally good b u s i n e s s c o n d i t i o n s over a period of two or three months 

and then have a c o l l a p s e that may take us years to recover from. Why 

not come back to a normal and more s e n s i b l e , and order ly b a s i s than that? 

That i s our whole i d e a . 

The expansion i n loans which i s noted at the present time i s due 

very l a r g e l y t o the crop moving requirements. The crops t h i s year are 

unusual ly b o u n t i f u l . Some a u t h o r i t i e s es t imate t h e i r value as h igh as 

twenty-two b i l l i o n s of d o l l a r s . The Federal Reserve System has ample 

resources to enable i t t o f u r n i s h member banks w i t h a l l the n e c e s s a r y 

a s s i s t a n c e to move these crops and move them i n an order ly manner. 

In due course the crops w i l l be moved, f o r I am glad to say the ra i l roads 

are f u n c t i o n i n g b e t t e r now; and ins tead of g e t t i n g twenty-one m i l e s 

a day as an average f o r a f r e i g h t c a r they are working toward t h i r t y 

mi l e s a day. This means increased e f f i c i e n c y i n the movement of f r e i g h t 

and i s j u s t as e f f e c t i v e as though we had added that proport ion to the 

number of f r e i g h t cars in u s e . 

Business g e n e r a l l y i s looking forward and I think wi th reason, t o 

a period of h e a l t h y a c t i v i t y . I f e e l that we are on a very much f i r m e r 

foundat ion i n every way than we were seven or e i g h t months ago, and I 

b e l i e v e that i f you keep your heads and do b u s i n e s s a long s a f e and 

conserva t ive l i n e s , b e a r i n g i n mind that most of you are young men, who 

have p l e n t y of time ahead of you, bear ing i n mind a l s o that you want t o 
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do b u s i n e s s i n the years to come; that you do not want to concentrate 

a l l your e n e r g i e s t o "mopping-up", as you may say, during the next 

two o r three months, and then r e t i r i n g , taking a l l of the chances that 

are i n c i d e n t t o an undue and u n j u s t i f i e d expansion, you w i l l a l l f e e l 
e 

b e t t e r i f you go along at a more moderate g a i t , and on a s a f e r b a s i s , 

wi th a view of having good normal b u s i n e s s next year and the nex t year , 

and so on i n d e f i n i t e l y . 

There i s no occas ion , gentlemen, f o r me t o d e t a i n you any longer . 

I want t o assure you that the Federal Reserve Banks ard the Federal 

Reserve Board are keen ly a l i v e to the requirements of b u s i n e s s in 

. t h i s country , and that i t i s our purpose to do everyth ing t h a t ought 

to be reasonably expected of us t o a s s i s t the member banks i n f u r n i s h i n g 

a l l reasonable accommodations t o t h e i r customers, and that the member 
# 

banks are the s o l e judges of t h e i r own c r e d i t s . 
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DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 
FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W. P . G . H A R D I N G . GOVERNOR 

ALBERT S T R A U S S . VICE GOVERNOR 
A D O L P H C . MILLER 

C H A R L E S S . HAMLIN 
H E N R Y A. M O E H L E N P ^ H 

W . T. C H A P M A N . SECRETARY 

R G . E M E R S O N . ASSISTANT SECRETARY 
W . M. 1MLAY. FISCAL AQENT 

X-2015 

Bear M 

In accordance with the plan of c l a s s i f y i n g and 

r a t i n g employees of the Board, mads e f f e c t i v e Ju ly 1, 

1920, there i s enclosed herewith a n o t i c e of your r a t i n g 

and r e l a t i v e standing in c l a s s i f i c a t i o n as "based upon 

t h i s r a t i n g , and your s a l a r y as of October 1, 1920, as 

approved by the f e d e r a l Reserve Board» 

Very truly yours, 

W. T. CHAPMAN 

Secretary . 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS X-20l6 

For r e l e a s e i n morning papers, 
October 1 , 1$20. 

September 2$,1$20„ 

The f o l l o w i n g i s a review of general b u s i n e s s 
and f i n a n c i a l condi t ions throughout the severa l 
Federal Reserve D i s t r i c t s during the month of 
September, a s contained i n the forthcoming i s s u e 
of the Federal Reserve Bul l e t in* 

Continuance of the process of readjustment i n bus iness and industry, 

with progress toward a more s t a b l e condi t ion , accompanied by pr i ce r e -

v i s i o n s and by the resumption of work i n some branches of industry where 

h e s i t a t i o n a s t o future outlook had l ed t o suspension, have been the 

outstanding f e a t u r e s of the bus iness and economic movement during the month 

of September. A f t e r an apparent s lowing down in the pr ice reduct ion 

movement during midsummer, i t has aga in reappeared and the past month has 

seen s u b s t a n t i a l cu t s i n well-known automobile makes, t e x t i l e s of var ious 

c l a s s e s , shoes and l e a t h e r goods, and i n other wholesale pr ices* Reductions 

have occurred i n a v a r i e t y of s t a p l e s inc luding wheat« Changes i n p r i c e s 

have tended t o make bus iness men and bankers caut ious about future commit-

ments* Accordingly, a s has o f t e n been observed i n the past during per iods 

of bus ines s readjustment, bus iness i s now being done upon a shorter term 

credi t b a s i s than i s normal, pending c l a r i f i c a t i o n of the current process 

of readjustment. E x c e l l e n t crop y i e l d s have r e s u l t e d i n s u s t a i n i n g buying 

power, whi le improved movement on the ra i lways has g iven assurance of 

s t e a d i e r and e a r l i e r marketing than has been b e l i e v e d p o s s i b l e . Banking 

condi t ions i n severa l d i s t r i c t s have dec idedly improved and from some i t i s 

reported that bus ines s e n t e r p r i s e s are working i n t o a p o s i t i o n to f inance 

themselves t o a grea ter degree by reducing i n v e n t o r i e s and by e x e r c i s i n g more 
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care fu l scrut iny over c r e d i t s . The crop moving process has gone ahead 

on tha whole smoothly; and t h s peak of the demand f o r funds has p r a c -

t i c a l l y passed without ser ious inconvenience and with no prospect of 

an increase of d i f f i c u l t y . On September 25th the reserve r a t i o f o r 

the Federal Reserve System as a whole stood a t 43-6 per cent, a s 

compared with 43.2 per cent on August 27th. Speculation, both in 
l eve l 

commodities and in s e c u r i t i e s , has been a t a r e l a t i v e l y low and the re 

has been a g r a t i f y i n g divers ion of banking funds to the service of 

productive industry in many l i n e s . From various Federal Reserve 

D i s t r i c t s improving condit ions and growth of optimism are reported* There 

i s ind ica t ion t h a t business condit ions are now d e f i n i t e l y on the road 

toward s t a b i l i t y of a s great and confirmed a nature a s the dis turbed 

pos i t i on of the world a t l a rge w i l l permit . 

In D i s t r i c t No. 1 ('Boston) "New England i n d u s t r i e s and t rade a re 

s t i l l f e e l i n g t h e i r way cautiously but with confidence toward the ob-

j ec t ive of s tab le business and f i nanc i a l condi t ions ." Uncertainty i s 

apparent ly due almost wholly to the p r i e s s i t u a t i o n . Markets fo r raw 

mater ia l s have undergone no subs tan t i a l change. There i s p a r t i a l r e -

sumption of manufacturing a c t i v i t y and a hopeful outlook in r e t a i l t r ade , 

A more o p t i m i s t i c f e e l i n g e x i s t s than was present l a s t month. 

In D i s t r i c t No. 2 (New York) the Reserve Bank ceased to be a lender 

to other Federal Reserve Banks, became a l a rge borrower from them, and 

then very recen t ly repaid those borrowings in f u l l , thus r e f l e c t i n g 

changes in money condi t ions i n the D i s t r i c t . Improved r a i l r oad operat ion 

has r e su l t ed in much b e t t e r marketing of goods. "A notable change appears 

to have taken place in the e f f i c i e n c y of l a b o r , " twenty-one out of t h i r t y -

one of the l a r g e s t corporat ions in the country r e p o r t i n g improvement , 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



880 
, X-2016 

- 3 -

while none repor t any decrease. Stock market condi t ions have p a r t i a l l y 

recovered,corporate f inanc ing has f a l l e n o f f , European exchanges have 

continued weak, and p r i ce decl ines have gone f u r t h e r than a month ago. 

Some reduct ions i n manufacturing a c t i v i t y are repor ted . 

In D i s t r i c t No. 3 (Philadelphia) " a mater ia l improvement in 

t r an spo r t a t i on * * * has taken p l ace . " Readjustment of t e x t i l e s to 

post-war condit ions i s s t i l l proceeding. The banking s i t u a t i o n i s sound* 

"The labor s i t u a t i o n grows more reassur ing a s time goes on," while 

" r e t a i l t rade has continued ac t ive and i t i s expected tha t a l a rge 

volume of f a l l and winter business w i l l be done,11 

In D i s t r i c t No. 4 (Cleveland) there has been some improvement i n 

banking condi t ions accompanied by " l iqu ida t ion of f rozen c r e d i t s , " an 

increase j.n desand f o r acceptances, marked improvement in t r a n s p o r t a -

t ion and shipping condit ions, but a f a l l i n g off in new business, in 

a l l qua r t e r s of the i ron and s t ee l market. , 

In D i s t r i c t No. 5 (Richmond) " repor t s indica te improving condit ions 
with 

in l abor f i e l d s and t r anspor ta t ion , evidence of a downward trend 

i n many p r i c e s * ' Complaint of t i g h t money i s 

general , but on the whole e f f o r t s of banks to r e s t r i c t loans to necessary 

work i s commended." Slackness of new business and continued work in 

f a c t o r i e s on accumulated back orders represen ts the s i t u a t i o n in the 

t e x t i l e f i e l d a s well a s in some o the r s . 

In D i s t r i c t No. 6 (Atlanta) the crop moving season i s entered "with 

no cause fo r alarm. " No anxiety i s being f e l t fo r the f inanc ing of the 

current crop. Caution i s being exercised in many l i n e s on account of 

p r i ce changes. De te r io ra t ion in the cotton condit ion i n d i c a t e s t h e prob-

a b i l i t y of a reduct ion i n y i e l d . A ser ious s i t u a t i o n has developed in 
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the Alabaira coal mines, but iron and s t e a l product ion " i s reported a s 

very s a t i s f a c t o r y , " 

In D i s t r i c t No, 7 (Chicago) i t i s s ta ted that "primary wealth, which 

has been v a s t l y increased * * * by the magnif icent crops of 1^20, i s con-

t r i b u t i n g much t o the s t a b i l i z a t i o n of economic condi t ions in the process 

of b u s i n e s s readjustment * * *" "There i s s t i l l s u f f i c i e n t i n the e x i s t i n g 

s i t u a t i o n t o c a l l for the cont inuat ion of conservat ism." There i s a 

general b e l i e f that s er ious t ransporta t ion t r o u b l e s are over and whi le 

some s igns of s lowing down i n a number of i n d u s t r i e s are no t i ced there i s 

improvement i n the labor s i t u a t i o n and growth of optimism in manu-

f a c t u r i n g . 

In D i s t r i c t Wo. 8 ( S t .Louis ) "the predominating trend i s in the 

d i r e c t i o n of fur ther readjustment, but the p r o c e s s e s involved i n t h i s 

change have bean gradual and orderly enough to produce only minor d i s -

turbance in b u s i n e s s and f i n a n c e . " pr i ce d e c l i n e s have taken p lace but 

they have been sporadic . The publ i c i s s t i l l in nesd of goods and has 

s trong purchasing power. Merchandise, however, i s more abundant. "Agri-

cu l tura l r e s u l t s i n the D i s t r i c t continue the b a s i s f o r optimism." Fuel 

cond i t ions show improvement. 

In D i s t r i c t No. 9 (Minneapolis) p r i c e d e c l i n e s have been qu i t e general . 

A f a l l i n g off i n e a r l i e r crop e s t i m a t e s p l a c e s the expected production 

(combined) of wheat, oa t s , bar ley , rye, corn and f l a x a t 822 ,000 ,000 bushels , 

a dec l ine of about 3^ ,000 ,000 bushe ls from the p r e d i c t i o n s of a month ago* 

This d e c l i n e has "not be^n l a r g e enough t o undermine b u s i n e s s conf idence ." 

E f f o r t i s s t i l l be ing made t o move gra in more rapidly and the f u e l s i t u a t i o n 

i s s t i l l a problem. 

In D i s t r i c t No. 1 0 (Kansas Ci ty) there i s "good progres s toward a 

return t o normal c o n d i t i o n s . " Except iona l ly l a r g e crops are be ing harvested. Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 5 - X-2016 & & & 

Production has about caught up wi th demand and there i s l e s s d i f f i c u l t y 

in o b t a i n i n g s u p p l i e s of manufactured goods, The demand f o r money and 

c r e d i t cont inues s trong and s a l e s of merchandise by w h o l e s a l e r s t o r e -

t a i l e r s and by r e t a i l e r s t o consumers have advanced somewhat. 

In D i s t r i c t No, 11 ( D a l l a s ) the c r e d i t s i t u a t i o n shows but l i t t l e 

change. There i s "a s p i r i t of u n y i e l d i n g optimism" and tra ined author -

i t i e s are count ing s t rong ly upon a heavy f a l l b u s i n e s s . Cotton h a r v e s t i n g 

i s making good progres s . Transportat ion has shown improvement, but r e t a i l 

trade i s s t i l l q u i e t . 

In D i s t r i c t No. 12 (SanFrancisco) favorable crop c o n d i t i o n s are 

p r e v a l e n t , h a r v e s t i n g i s making good progress , and b u s i n e s s genera l ly 

"while i n d i c a t i n g the hes i tancy natural under pres sn t r e v i s i o n s i n whole-

s a l e p r i c e s of numerous commodities, i s reported t o be s a t i s f a c t o r y and 

sound," F a i l u r e s are fewer, labor f u l l y employed, and s t r i k e s or d i s -

turbances unimportant. 

The Government crop report for September 1 showed an increase i n 

the es t imated product ion of corn and o a t s of 1 2 5 , 0 0 0 , 0 0 0 bushe l s and 

1+0,000,000 b u s h e l s , r e s p e c t i v e l y , over the August 1 e s t imate , both f i g u r e s 

being above the f i v e year average, whi l e there was a decrease of 24 ,000 ,000 

bushe l s i n the es t imated product ion of spr ing wheat and the f i g u r e i s 

below the f i v e year average . Harvest ing i s genera l ly making good progress . 

In D i s t r i c t No, 9 (Minneapolis) expected grain and f l a x production, 
Agent 

a s es t imated by the Federal Reserve." i s 3 4 , 0 0 0 , 0 0 0 bushe l s l e s s than 

est imated about a month ago, an increase of 1 9 , 0 0 0 , 0 0 0 bushe l s for corn 

being more than o f f s e t by decreases in a l l of the other c e r e a l s . The 

f i g u r e for wheat shows a decrease of about 7 , 0 0 0 , 0 0 0 bushe l s i n each of the 

four S t a t e s of Minnesota, North and South. Dakota and Montana, i n the l a s t 

.of which a decrease i n a l l of the gra ins i s noted. The hay crop throughout 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



8 8 3 

—6* X—j . o 

the D i s t r i c t has been l a r g e and s a t i s f a c t o r y . In D i s t r i c t No. 10 (Kansas 

City) the September government es t imate increased the f i g u r e f o r corn 

by 66 ,000 ,000 b u s h e l s and the f i g u r e for oats by 4 , 0 0 0 , 0 0 0 b u s h e l s , 

"Moderate to heavy r a i n s , accompanied by much c l o u d i n e s s and low tem-

peratures" during August and the f i r s t h a l f of September r e s u l t e d in a 

continuance of the growth of v e g e t a t i o n from two to four weeks l a t e r than 

usua l , but retarded the thresh ing of the 1920 wheat crop, more wheat be ing 

stacked than usua l , and has delayed the preparat ion of seed beds. In 

D i s t r i c t No. 7 (Chicago) , Iowa has "never had such a corn crop" and in 

the D i s t r i c t a cons iderab le percentage has gone or w i l l go i n t o s i l a g e . 

In D i s t r i c t No. 8 ( S t . Louis) the combined cond i t i on of a l l crops on 

September 1 was 106 .03 , as a g a i n s t 103 .4 on August 1, and " f a l l farm 

operat ions have been pushed on an unusual ly l arge s c a l e . " On the P a c i f i c 

Ctiast "favorable crop c o n d i t i o n s continue to p r e v a i l . " Harvest ing of 

grain and p i c k i n g of remaining f r u i t s are i n progress , reports of good 

y i e l d , both in quanti ty and q u a l i t y , are in the major i ty , but the p r i c e 

outlook i s u n c e r t a i n . .Higher p r i c e s p r e v a i l e d f o r tobacco a t the opening 

of the South Carol ina markets i n August 1920 than during August-1919> but 

North Carolina opening p r i c e s were "keenly d i sappo int ing t o the growers." 

I t i s s t a t e d that some manufacturers are s t i l l carry ing cons iderable stocks 

of l e a f tobacco, wh i l e farmers p lanted in expec ta t ion of continuance of 

l a s t y e a r ' s a c t i v e demand. Exces s ive r a i n f a l l during the e a r l y p a r t of 

September has done more or l e s s damage t o the Kentucky bur ley tobacco 

crop. 

In D i s t r i c t No. 11 ( D a l l a s ) "excess ive r a i n s and the d e c l i n e i n the 

cot ton market which occurred i n August created f o r a time widespread p e s s i -

mism among the co t ton growers and not a l i t t l e apprehension on the par t of 

b u s i n e s s and f i n a n c i a l c i r c l e s . " Improvement, however, i s n o t e d s i n c e the 
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commencement of a per iod of c l ear weather about September 10. De ter iora -

t i o n was noted ujf t o that time i n North and East Texas, but i n South -and 

West Texas "a good y i e l d seems t o be a s sured ." E f f o r t s are be ing made 

i n the D i s t r i c t t o p e r f e c t an organizat ion of growers, the majority 

apparent ly be ing i n favor of a plan for gradually marketing the crop 
i n advance 

throughout the year, and prevent ing general dumping of co t ton •• ••• 
of a c t i v e 

demand. Harvesting, whi le delayed on account of 

wet weather, i s now making good progress , but there i s some s c a r c i t y 

of labor f o r p i ck ing . "Marked d e t e r i o r a t i o n " i n the c o n d i t i o n of co t ton 

was a l s o shown i n the August 25 report f o r D i s t r i c t No. 6 (At lanta) i n 

a l l s t a t e s except Tennessee, where the dec l ine was only one p o i n t . Weather 

condi t ions i n many s e c t i o n s have continued unfavorable and the b o l l weevi l 

i s a c t i v e . I t i s s t a t e d t o be " f a i r l y certain" that the crop in D i s t r i c t 

No. 8 ( S t . L o u i s ) has gone backward s ince the August 25 report , but ri'prospects 

are s t i l l good" and " l e s s apprehension i s f e l t j u s t now r e l a t i v e t o y i e l d 

than t o u l t imate p r i c e s and movement of what remains of l a s t year"s crop. " 
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In the l i v e stock indus try reports from a l l s e c t i o n s of D i s t r i c t 

No. 10 (Kansas City) s t a t e that " l ive stock i s i n e x c e l l e n t co^di won, 

that animals on farms and ranges are g e n e r a l l y f r e e from d i s e a s e , and 

that there i s an over-abundance of f e e d f o r f a l l and winter and f o r 

months t o come.* In both that D i s t r i c t and in D i s t r i c t No. 11 

( D a l l a s ) r a i n f a l l has been s u f f i c i e n t to put the ranges in e x c e l l e n t 

condi t ion . I t i s s t a t e d from the l a t t e r D i s t r i c t that "the present 

condi t ion of l i v e stock and ranges in a l l p a r t s of the D i s t r i c t i s e x c e p t 

t i o n a l l y good, and prospects , f or an abundance of winter f e e d were never 

more encouraging." A s trong movement of s tockers and f e e d e r s to farms 

and ranges i s noted in the Kansas City D i s t r i c t , although some nervous-

ness i s e x h i b i t e d tin the part of farriers over the fu ture of p r i c e s , and 

i n d e c i s i o n as t o the e x t e n t of f e ed ing t o be done. An increase i n the 

movement of s tockers and f e e d e r s from the South St . Paul mariret i s 

reported. Rece ipt s of c a t t l e and c a l v e s f o r f i f t e e n western markets 

during August were 1 ,^59 ,0$6 head, corresponding to an index number of 

1U5, an i n c r e a s e over the f i g u r e f o r July, which was 1 , 1 8 8 , 0 1 9 head, 

.corresponding t o an index number of l l g , but l ? s s than the f i g u r e of 

1 ,541 ,133 head, corresponding t o an index number of 153» f o r August, 19^9• 

Rece ipts of sheep a t these markets show s i m i l a r changes, be ing 1 ,688 ,719 

head during August, as compared with 1 , 3 0 1 , 4 5 8 head during July and 

2 ,220 ,229 head during August, 19191 the r e s p e c t i v e index numbers be ing 

124, 95 and l 6 2 . 1 Rece ip t s of hogs, however, dec l ined from 2 ,115 ,639 

head i n July to 1 , 8 1 8 , 2 4 5 head in August, corresponding to index numbers 

of 96 and S3, a s compared with 1 ,595 .759 head during August, 1919, cor - . 

responding t o an index number of 73* C a t t l e r e c e i p t s a t s i x l e a d i n g 

markets i n the Kansas City D i s t r i c t were the l a r g e s t t h i s $rear, with the 

except ion of January, a l though much l i g h t e r than a n t i c i p a t e d , "the 
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supply of c a l v e s was the h e a v i e s t ever yarded i n one month, f l the 

supply of hogs was moderately heavy, whi le sheep r e c e i p t s were uneven, 

though the broadest demand of the year developed f o r f e e d e r s t o ship 

t o the country. The preponderance of grass c a t t l e r e s u l t e d i n f r e -

quent breaks in p r i c e s , w h i l e there was weakness in p r i c e s of medium 

and common grade hogs. Livestock markets in the Da l la s D i s t r i c t were 

again d u l l , demand b e i n g small , although August c a t t l e r e c e i p t s were 

35 per cen t l e s s than those f o r Ju ly , and "beef s t e e r s , c a l v e s and 

butcher cows showed .a s teady deprec ia t ion throughout the month of 

August." The recent d e c l i n e s i n hide and wool p r i c e s , i t i s s ta ted , 

"may be p l a u s i b l y c i t e d as an important f a c t o r in the present p r i c e s 

of c a t t l e , sheep and lambs." 

The movement of grain t o market has been l e s s than the extremely 

heavy movement l a s t year. Crop marketings in D i s t r i c t No. 10 (Kansas 

C i t y ) , whi l e "somewhat reduced from the alinorrrally heavy marketings at 

t h i s time l a s t year , were s u f f i c i e n t in August f o r trade requirements . n 

While "the t ranspor ta t ion s erv i ce i s s t i l l f a r from adequate, there i s 

l e s s complaint of car shortage, delayed f r e i g h t and conges t ion a t 

t e r m i n a l s , " and "a f r e e r movement of a l l f r e i g h t i s reported*" Car 

shortage and a determinat ion on the part of growers t o hold the wheat on 

the farms i n s t e a d of s e l l i n g at p r e v a i l i n g p r i c e s are sa id t o have cur -

t a i l e d r e c e i p t s . Grain r e c e i p t s a t Minneapolis during August showed an 

i n c r e a s e of 32 p e r cent over J u l y , due to increased b a r l e y and o a t s 

r e c e i p t s , a l though corn and f l a x s e e d r e c e i p t s decreased. The t o t a l 

f i g u r e s were, however, o n l y two- th irds of r e c e i p t s a year ago, and the 

f a l l i n g o f f i s a s c r i b e d t o wet weather d e l a y i n g thresh ing i n some d i s -

t r i c t s , car shortage in a few i n s t a n c e s , a d e s i r e to go ahead with 

plowing, and a d e s i r e in some s e c t i o n s t o h o l d gra in f o r p o s s i b l e higher 
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p r i c e s . The Northwest, i t i s s ta ted , has not r e c e i v e d the number 

of empty grain cars which were promised. Rece ipt s during the four 

weeks ending August 1 were $2 .$ per cent and during the four weeks 

ending Augu.st 28, 6 l . 2 per cent of the number provided i n the 

I n t e r s t a t e Commerce Commission orders . 

Flour product ion i n D i s t r i c t No. 9 (Minneapolis) during August 

was much l e s s than both a month ago and a year ago, the decrease 

between the two four-week p e r i o d s in July and August be ing 15 P e r 

cent . The"flour s i t u a t i o n in D i s t r i c t No. 10 (Kansas City) was 

quiet during August, s a l e s be ing s c a t t e r e d and most ly i n small l o t s , 

as buyers a n t i c i p a t e d lower prices-.. 

The t e x t i l e s i t u a t i o n during the month has been of unusual 

importance in a l l of the producing d i s t r i c t s . An outstanding event 

has been a reduct ion of 33 l / 3 P e r cent by the Amoskeag M i l l s of 

Manchester, N. H., whi l e the a c t i o n of the American Woolen Company in 

c u t t i n g i t s p r l C 6 a from 15 to 2$ per cent and resuming operat ions 

a f t e r a two months' shutdown e s t a b l i s h e s a new l e v e l of b a s i c v a l u 

in an important branch of the woolen industry . Corresponding reduc t ions 

i n the p r i c e s charged by important wholesa lers and r e t a i l e r s i n 

d i f f e r e n t p a r t s of the country are tending to t r a n s f e r the b e n e f i t s of 

p r i c e reduct ions from manufacturers and wholesa lers t o consumers. In 

t h i s connect ion the reduct ions made by the two l a r g e s t mail order houses 

in the country are symtomatic of general c o n d i t i o n s . Seme l i n e s 

t e x t i l e product ion are showing cons iderable depress ion on account of 

f a i l u r e of demand t o r e v i v e . 

In D i s t r i c t No. 1 (Boston) p r i c e s f o r raw wool have dropped 

s l i g h t l y during the past month and. there have been some s a l e s , but n o t 

in l a r g e quantities, mos t ly domestic weoL coming on a consignment b a s i s . 
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Private s a l e s of B r i t i s h wool have occurred and the stock i s reduced 

to about 7 ,000 b a l e s , while the government s t i l l has about 59 ,000,000 

pounds l e f t . The woolen and worsted goods i n d u s t r i e s in the d i s t r i c t 

are s t a t e d to be "probably look ing to the fu ture somewhat more hope-

f u l l y , but i n s p i t e of g r a t i f y i n g s a l e s which i t i s represented that , 

the American Woolen Company made as a r e s u l t of p r i c e readjustments, 

b u s i n e s s i n woolens i s s lower, p o s s i b l y because of changing publ i c 

pre ference f o r harder - faced goods, and the e f f e c t on the industry at 

l a r g e appears not to have produced as y e t any general stimulus*" 

Never the l e s s , there i s s t i l l an impression that s tocks of dea lers are 

low, and that a r e v i v a l of a c t i v i t y cannot be i n d e f i n i t e l y delayed. 

In D i s t r i c t No* 3 (Ph i lade lph ia ) Ifthe e n t i r e woolen industry i s 

showing s igns of recovery ," and a 25 per cent reduct ion f o r spring 

l i n e s i s b r i n g i n g buyers in to the market* Jobbers in an e f f o r t to 

f o r c e b u s i n e s s here and there have been s e l l i n g s t o c k s a t p r i c e s below 

recent quotat ions and some are now r a i s i n g them again* Clothing 

manufacturers have, however, come i n t o the market only s lowly. The 

worsted yarn market i s taking on a f irmer tone. There i s genera l l y 

throughout the industry a rather b e t t e r f e e l i n g and in some quarters 

machinery i s be ing s t a r t e d up in the hope that i t may be kept running, 

even though f u l l time operat ion may not be p o s s i b l e f o r some weeks to 

come* On the P a c i f i c Coast trading i n wool has r e c e n t l y shown more 

a c t i v i t y than a t any time s ince May when the d e c l i n e in p r i c e s began. 

Many operators b e l i e v e that the low l e v e l has been reached and t h a t 

trading w i l l be more a c t i v e from now on. The e s t imated 1920 wool c l i p 

f o r D i s t r i c t No, 12 (San Franc i sco ) i s 51 ,000 ,000 pounds, of which 

24$ has been s o l d , whi l e the balance has been consigned to warehouses 
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in Port land, (Oregon), Chicago, and Boston. 

In c o t t o n goods i t i s reported from D i s t r i c t No, 1 (Boston) on 

the a u t h o r i t y of l o c a l co t ton brokers that "never i n t h e i r experience 

has there been such an u n s a t i s f a c t o r y s i t u a t i o n i n t h e i r l i n e . " The 

v a r i a t i o n s i n p r i c e s f o r cot ton of d i f f e r e n t grades have producsd an 

i r r e g u l a r market and created a f e e l i n g of u n c e r t a i n t y . While New 

©is land cot ton m i l l s have in many c a s e s been operat ing on f u l l time, 

or n e a r l y so, some are beginning t o consider a curtai lment p o l i c y . 

This curta i lment i s expected t o grow fur ther u n l e s s there i s a turn f o r 

the b e t t e r in the s i t u a t i o n . For the month of August there was a 

consumption of 166 ,000 b a l e s in New England m i l l s , While the stock h e l d 

in the m i l l s was reported as 610,000 b a l e s . P r i c e s are quoted higher 

than a year ago i n some l i n e s , but t h i s i s not genera l ly the case . In 

D i s t r i c t No. 3 ( H i i l a d e l p h i a ) the raw cot ton market cont inues weak with 

a l i k e cond i t ion in co t ton yarns. There i s p r a c t i c a l l y no demand for 

co t ton yarns wi th quotat ions a t from $0 to 60 per cen t below the peak 

p r i c e s of the year, "The k n i t goods industry * * * i s making no 

commitments." No demand f o r cot ton goods e x i s t s and "production i s 

a t the l owes t p o s s i b l e p o i n t . " Cance l la t ions in the cot ton goods 

industry cont inue . C o l l e c t i o n s are f a r from s a t i s f a c t o r y . In small 

wares there i s a tendency to the reduct ion of p r i c e s . The l e v e l of 

va lues f o r men's s h i r t s i s moving downward. The outlotik in the 

industry f o r the remainder of the year i s e n t i r e l y dependent upon the 

demand from consumers. R e t a i l e r s are r e f r a i n i n g from buying. 

In D i s t r i c t No. 5 (Richmond) i t i s b e l i e v e d that present p r i c e s 

f o r c o t t o n are below c o s t of product ion , but d e s p i t e the trade l e t h a r g y 

l e t t e r s r e c e i v e d are o p t i m i s t i c . 
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The boot and. shoe s i t u a t i o n i s s t i l l pass ing through a t r a n s i t i o n 

s tage . In New England i t cont inues to f e e l the r e s u l t of heavy can-

c e l l a t i o n of orders , but n e v e r t h e l e s s the dominant note i s one of 

optimism, though buyers are postponing the p l a c i n g of orders a s l a t e a s 

p o s s i b l e . F a c t o r i e s are operating •rron.seJjv-atirelj*, expec t ing to ran f o r 

a whi le on shorter time or lower quantity of product ion, and under these 

condi t ions there has been an ample supply of labor f o r current operat ing 

requirements. The cond i t i on in most p l a c e s has tended to br ing abou# 

abandonment of demands f o r h igher wages. The movement toward, lower 

p r i c e l e v e l s i s proceeding gradual ly . In D i s t r i c t No. 7 (Chicago) 

the l e a t h e r trade i s f e e l i n g the e f f e c t ' o f curta i lment of automobile 

den.and, w h i l e the tanning and shoe bus ines s "has been exceed ing ly du l l 

during the p a s t south , w i t h tanners operat ing about one*half of 

c a p a c i t y . " In the shoe trade wholesa lers and r e t a i l e r s are proceeding 

c a u t i o u s l y , "buying only f o r immediate needs. " In D i s t r i c t No. 5 

(Richmond) shoes are moving f r e e l y but wi th more s a n i t y shown in buying 

than i n the pas t two or three years . In D i s t r i c t No. 3 ( P h i l a d e l p h i a ) 

f a l l and winter shoes are on a r e t a i l p r i c e b a s i s about equal to 1919* 

Shoe salesmen report ra ther l i m i t e d s a l e s , buyers be ing caut ious . 

Manufacturers, however, see no prospect of an e a r l y decrease in p r i c e . 

Although l e a t h e r has f a l l e n o f f , other mater ia l s and labor have tended 

to advance. Manufacturing c o n d i t i o n s are s a t i s f a c t o r y but there i s 

l i t t l e improvement i n the tanning industry and p r i c e s are i r r e g u l a r . 

There i s f a i r b u s i n e s s i n l e a t h e r b e l t i n g . Condit ions in other p a r t s 

of the country are not m a t e r i a l l y d i f f e r e n t . 

In the i ron and s t e e l trade the month has been a p e r i o d of change. 

Production of i ron and s t e e l i n August was the l a r g e s t of any month i n 
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tha present year , wi th the except ion of March, and output has continued 

t o r i s e s t e a d i l y . According t o D i s t r i c t No. 4 (Cleveland) general 

reduct ion of accumulated s tocks of i ron and s t e a l i s r e f l e c t e d i n the 

p o s i t i o n of the Carnegie S t e e l Company which has reduced i t s yard p i l e s 

t o about 200 ,000 tons and of f i n i s h e d mater ia l t o about 150 ,000 t o n s , 

a reduct ion of approximately ] 0 per cent from the h igh p o i n t . "Present 

s t e e l s tocks i n the Mahoning v a l l e y are est imated a t 100 ,000 t o n s , " 

Coincident , however, w i t h the increase i n shipments "a mater ia l f a l l i n g 

of f of new b u s i n e s s has been noted i n a l l quarters of the i ron and s t e e l 

market." Consumers show greater caut ion. There i s small future buying, 

However, w i th the except ion of the automobile industry , "from which 

c a n c e l l a t i o n s and suspensions of i ron and s t e e l have been rece ived qui te 

f r e e l y , the absorpt ive power of consumption appears t o have been l i t t l e 

a l t e r e d , " The d e c l i n e in orders has been viewed by many producers 

without e s p e c i a l concern and they are welcoming the opportunity t o 

convert t h e i r u n f i l l e d o b l i g a t i o n s . Railroad buying i s deve lop ing 

s lowly . P r i c e s are shewing no general weakness. The ore movement i s 

improving, i n t e r i o r furnaces being much b e t t o r supplied a s cars are 

much mora numerous. In D i s t r i c t No. 3 ( P h i l a d e l p h i a ) the improvement 

i n t r a n s p o r t a t i o n cond i t i ons has been of great a s s i s t a n c e t o manufactur-

ers i n i r o n and s t e a l , the accumulated s tocks are be ing reduced, and 

demand f o r i ron and s t e e l and t h e i r products i s s t i l l regarded as strong, 

al though there i s a diminution i n new bus ines s . Reports i n d i c a t e a 

marked f a l l i n g o f f i n f o r e i g n b u s i n e s s . Bad c o n d i t i o n s abroad and 

d i f f i c u l t f o r e i g n exchange quotat ions hurt the prospec t s of exporta t ion . 

There has been a cons iderable d e c l i n e i n the output of s t ruc tura l s t e e l . 

In D i s t r i c t No. 6 (At lanta ) iron and s t e e l product ion i s s a t i s f a c t o r y , 
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car supply i s b e t t e r , product ion of p i g iron i n Alabama f o r the month 

of August was f u l l y equal to that of Ju ly , a c t i v i t y a t by-product p l a n t s 

in Birmingham has k e n t product ion up, c a s t i ron p i p e shipments are pro-

ceeding r a p i d l y , and the market for scrap iron and s t e e l i s s t rong , with 

p r i c e s h igh and the demand steady. 

The u n f i l l e d orders of the United S ta tes S t e e l Corporation at the 

c l o s e of August were 10 ,805 ,038 tons , corresponding to an index number 

of 205, as compared w i t h 11 ,118 ,468 tons a t the c l o s e of Ju ly , c o r r e s -

ponding t o an index number of 211. S t e e l ingot production shows an 

i n c r e a s e from 2 ,802 ,818 tons during Ju ly to j , 0 0 0 , 4 3 2 tons during 

August, the r e s p e c t i v e index numbers be ing 116 and 124, P ig iron p r o -

duct ion shows a s i m i l a r increase , be ing 3 , 1 4 7 , 4 0 2 tons during August 

and 3 ,067 ,043 tons during July , the r e s p e c t i v e index numbers be ing 136 

and 132, 

In coal production there i s a somewhat "spotty" s i t u a t i o n . 

D i s t r i c t No. 3 (Ph i lade lph ia ) reports that the a n t h r a c i t e output has 

been decreased by the s t r i k e but i s aga in about approaching normal. 

The cumulative product ion of anthrac i t e coal from January 1, 1$20, to 

September 11 was 59 ,160 ,000 tons as compared with 57 ,376 ,000 tons l a s t 

year . In bituminous coal there was a reduct ion of output about the 

middle of the month o f September, but a high d a i l y average i s be ing 

kept up. There has been narked improvement in car d i s t r i b u t i o n . 

During the f i r s t 217 working days o f t h i s year the output waa 3&9,000,000 

tons a s compared with 318 ,000 ,000 tons i n the same p e r i o d l a s t year . 

Bituminous coal p r i c e s have eased o f f from the exceed ing ly h igh l e v e l s 

of recent t imes . In the Lake r e g i o n i t i s reported from D i s t r i c t No, 

4 (Cleve land) that coa l i s moving b e t t e r than a year ago, ' ' 
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, In the Birmingham 

coal and i ron d i s t r i c t the s t r i k e s are having some e f f e c t i n reducing the coal 

output, but the l a r g e i r o n and s t e e l i n d u s t r i e s which own t h e i r mines, 

coal cars , etc* have n o t been a f f e c t e d . In D i s t r i c t No. 10 (Kansas 

City) miners are a t work i n a l l of the f i e l d s of the d i s t r i c t and "no 

s t r i k e s are now threaten ing , n so that operators and dea l er s are more 

c o n f i d e n t of t h e i r a b i l i t y to supply the demand f o r coa l i n the f a l l 
a 

and winter months. Taking the country as /whole , the production of 

bituminous coal f o r August was 48,389*000 tons as compared with 

^5 ,523 ,000 tons during Ju ly and 42 ,883 ,000 tons during August, 1313, 

the r e s p e c t i v e index numbers being 131, 123 and LL6. 
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Matal mining during the period i n quest ion s t i l l shows some stagnat ion. 

The output of gold i n Cal i forn ia and Nevada continues to f a l l off on 

account of the low purchasing power of the metal . S i l v e r mines i n Utah 

and Idaho are working on a b a s i s which w i l l probably be s l i g h t l y ahead 

of 1919- Higher p r i c e s of s i l v e r early i n the year probably st imulated 

production somewhat a s compared with present condi t ions . Copper from the 

Arizona region w i l l probably be produced in l arger volume than in 1919, 

Elsewhere there i s no substant ia l change. The l ead output i n Utah and 

Idaho has been small but some mines which ware i d l e are now resuming 

operations, so that the y i e l d for 192O may exceed that for 1919. D i s t r i c t 

. No. 10 (Kansas City) reports that i n the Colorado d i s t r i c t there has been 

very l i t t l e change during the month of August, but the recent advance i n 

f r e i g h t r a t e s has produced some discouragement, while increased c o s t s of 

suppl ie s may further lower production. Zinc and l ead , however, have shown 

considerable improvement in August, both in the volume shipped and the 

pr i ce paid, i n the Missouri, Oklahoma and Kansas f i e l d s . Shipments of 

z inc ores increased 20$ over the preceding month and lead 12$, the average 

pr ice of zinc, ore advancing $1 .00 and lead $14.00 per ton. Stocks, however, 

have increased about 2 , 000 tons during the month i n s p i t e of increased 

shipments. A car shortage continues t o be a ser ious problem in the sh ip-

ments of ore, while the new f r e i g h t r a t e s w i l l r e s u l t i n an increased cost 

of $4 .00 per ton for s lab z i n c . 

The petroleum s i t u a t i o n in D i s t r i c t No. 10 (Kansas City) has been 

characterized by high production during August both i n Kansas and Oklahoma. 

In the f i r s t e ight months of 1920 these two Sta tes produced approximately 

91,361, 000 b a r r e l s of crude o i l , a s aga ins t 73 j 4$2 ,000 b a r r e l s f o r the 

corresponding months of 1^19, an increase of nearly 25 per cent . Wyoming 

production i s now approaching 2 ,000 ,000 b a r r e l s per month. On the P a c i f i c 

Coast the average production of petroleum i n August was 4 per cent ahead 
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of t h a t of July , but the stored s tocks continued t o d e c l i n e , i n d i c a t i n g 

heavy consumption. In D i s t r i c t No. 11 ( D a l l a s ) o i l w e l l s showed an 

increased product ion . The t o t a l output during August was 12 ,343 ,856 

b a r r e l s , a ga in of 6 per cent over Ju ly . Several important w e l l s have 

been completed. The p r i c e of crude o i l has not m a t e r i a l l y changed i n 

the Kansas City d i s t r i c t , whi le g a s o l i n e cont inues i n s t rong demand, 

wi th the supply l i m i t e d , 

The l abor s i t u a t i o n for the month has presented considerable v a r i a t i o n . 

In the manufacturing reg ions employment has been l e s s steady owing t o 

short - t ime opera t ions or suspensions i n soma quarters , In New England 

( D i s t r i c t No. 1 Boston) i t i s reported that r e l a t i o n s between employers and 

o p e r a t i v e s i n the l e a d i n g manufacturing d i s t r i c t s "would appear,, on the 

surface at l e a s t , to be more harmonious than for some time,1 1 During the 

month agreements have been reached i n var ious branches of the shea industry . 

At Lynn and H a v e r i l l an arrangement which contemplates an amicable method 

of s e t t l i n g d i f f i c u l t i e s u n t i l May 1 has been p a r t i a l l y agreed t o , although 

o f f i c i a l acceptance i s s t i l l l a c k i n g . Unemployment, however, e x i s t s i n 

var ious quarters . Wage i n c r e a s e s are s t i l l to be noted here and t h e r e , 

the most conspicuous one i n the Boston D i s t r i c t be ing that accorded to 

s t r e e t rai lway employees i n Eastern Massachusetts out s i d e of Boston. In 

D i s t r i c t No. 3 (Ph i lade lph ia ) condi t ions are improving and d i s p u t e s are few. 

An increase i n e f f i c i e n c y i s noted. There has been d i s s a t i s f a c t i o n i n the 

a n t h r a c i t e coal reg ion because of the d e c i s i o n of the Wage Scale Commission, 

but many of the miners are now re turn ing to work. In the middle west i t i s 

reported "from a l l p a r t s of the d i s t r i c t and a l l i n d u s t r i e s " that there i s 

" increas ing e f f i c i e n c y on the part of l a b o r . " This i s coupled wi th an 

increase i n supply. In D i s t r i c t No. 8 ( S t . L o u i s ) there are "further w e l l -

def ined ev idences of e a s i e r labor c o n d i t i o n s . " Unemployment, however, i s 
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s l i g h t , wage a are s t e a d y , a l though t h e r e a r e sporadic r e d u c t i o n s . The 

p r i n c i p a l unemployment i s i n the f a c t o r i e s . S t r i k e s have decreased i n 

number and s e v e r a l formerly i n p r o g r e s s have t erminated . Among the l a t t e r 
Indiana 

may be mentioned t h e f u r n i t u r e workers ' s t r i k e i n E v a n s v i l l e / w h i c h l a s t e d 

about f o u r months. I n D i s t r i c t No. 6 ( A t l a n t a ) d i s o r d e r s have occurred 

i n the Alabama coa l mines- Reports a s t o the number of men who a r e i d l e 

vary . The supply of farm l a b o r shows improvement, a l t h o u g h wages are h i g h . 

On the P a c i f i c Coast l a b o r i s w e l l employed and there i s l i t t l e controversy . 

In D i s t r i c t No. 2 (New York), a l though there were marked d e c l i n e s i n em-

ployment i n s e v e r a l branches of the metal manufacturing i n d u s t r i e s , a s w e l l 

a s i n t e x t i l e s and c l o t h i n g , the t o t a l average decrease was only 2 per cent , 

a s between Ju ly and August . The most s e r i o u s l a b o r d i f f i c u l t y i n t h e 

D i s t r i c t has been the s t r i k e on t h e Brooklyn Rapid Trans i t l i n e s , a f f e c t i n g 

s e v e r a l thousand employees . The average weekly e a r n i n g s of f a c t o r y em-

p l o y e e s show an i n c r e a s e . There has been a n o t a b l e advance i n t h e number of 

immigrants t o the United S t a t e s p a s s i n g through the Port of New York. 

Those who entered i n August numbered 57>S7*+, w h i l e emigrants numbered 3^# 982. 

The s i t u a t i o n i n the r e t a i l trade i s e s s e n t i a l l y the same a s l a s t month. 

The volume of s a l e s c o n t i n u e s moderate ly l a r g e . P r a c t i c a l l y everywhere s a l e s 

i n terms of value are g r e a t e r than those during the same month l a s t y e a r . 

S a l e s of e s s e n t i a l commodities i n terms of p h y s i c a l amounts are probably 

f u l l y a s great and i n some c a s e s exceed those during the same p e r i o d l a s t 
a c t i v e 

year . The demand f o r l u x u r i e s and s e m i - l u x u r i e s c o n t i n u e s far l e s s /than a t 

the same t ime l a s t y e a r . The a t t i t u d e of the purchas ing p u b l i c c o n t i n u e s 

t o be c h a r a c t e r i s e d a s c o n s e r v a t i v e , be ing f a r more e x a c t i n g i n i t s demands 

a s t o q u a l i t y and p r i c e s than was t h e case some months ago . This a t t i t u d e 

on t h e par t of t h e p u b l i c and a genera l f o o l i n g of u n c e r t a i n t y a s t o p r i c e s 

i s s a i d t o be c a u s i n g merchants t o cont inue the a t t i t u d e of c a u t i o n i n 
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r e p l e n i s h i n g t h o i r s t o c k s , purchasea i n most cases be ing c h i e f l y f o r 

s t r i c t l y currant needs . 

Reports on wholesa le trade nade by Agents i n seven of t h e twelve 

Federal Reserve D i s t r i c t s show an improvement"in the volume of trade i n 

August a s compared wi th July in a l l l i n e s i n v e s t i g a t e d except g r o c e r i e s , 

automobile s u p p l i e s , and drugs. The a c t i v i t y of the hardware trade was 

e s p e c i a l l y emphasized, a l though i t was reported from Atlanta that 

r e t a i l e r s i n t h i s l i n e , i n contrast wi th the w h o l e s a l e r s , were buying 

c a u t i o u s l y . Reports from Dal las and Kansas City s t a t e that manufacturers 

are unable t o supply i n needed q u a n t i t i e s commodities nade of s t e e l . 

SanFrancisco and Atlanta report s show improvement i n the shoe trade as 

compared w i t h July of t h i s year, but in the former case a 15 per cent 

decrease from the trade of a year ago. Although a 0 , 4 per cent increase 

was reported f o r the month, the Federal Reserve Agent .at At lanta s t a t e s 

that grocery f irms report t h a t great caut ion i s be ing e x e r c i s e d by both 

wholesa le and r e t a i l s t o r e s and that the trend of p r i c e s i s d e f i n i t e l y 

downward, a l though some i tems show i n c r e a s e s . In D a l l a s and Kansas 

City the s lowing up of buying demand i n g r o c e r i e s i s a t t r i b u t e d by 
H 

d e a l e r s t o u n s e t t l e d pr i ce s* 
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The housing shortage cont inues to be acute in the p r i n c i p a l c i t i e s . 

In New York the bulk of the new b u i l d i n g i s on c o n t r a c t s executed l a s t 

spr ing or l a t e in the w inter . However, b u i l d i n g a t p r e v a i l i n g p r i c e s 

has reached or passed i t s peak. There has been continued wrecking of 

houses t o be supplanted by b u s i n e s s b u i l d i n g s . For August, 1 , 010 con-

t r a c t s were awarded in New York and Northern New Jersey , the v a l u a t i o n 

of which was $38 ,000 ,000 , as a g a i n s t $36,000,000 i n J u l y . In Chicago 

e a s i n g i s noted i n the b u i l d i n g t rades . Bu i ld ing e n t e r p r i s e s a l l 

through the Chicago D i s t r i c t are s t i l l p r a c t i c a l l y a t a s t a n d s t i l l . 

Net c o s t s of b u i l d i n g are now 15 to 20 per cent lower than they were a 

month ago. On the P a c i f i c Coast there was a f a l l i n g o f f in b u i l d i n g 

permits from $15,5^2,000 i n J u l y to $13,526,000 f o r August, but the 

numb-r of permits i s s u e d was l a r g e r . The f a i l u r e to b u i l d more f r e e l y 

i s s t i l l a s s igned to the h igh c o s t s of b u i l d i n g which are e s t imated a t from 

two to four t imes the pre-war c o s t s . 

F i n a n c i a l l y the month has been comparatively qu ie t . There has been 

a c o n t r a c t i o n of l oans in New York'City and "for a time at least * * * 

a noteworthy e a s i n g of credit.™ Considerable movements back and f o r t h 

between the New York D i s t r i c t and other par t s of the country were 

e f f e c t e d as usual through the gold se t t l ement fund. The Federal Reserve 

Bank has r e c e n t l y repa id i t s borrowings a t other Federal Reserve Baanks 

i n f u l l . In D i s t r i c t No. 7 (Chicago) money i s i n s trong demand, but 

customers i n some p a r t s of the D i s t r i c t are reducing t h e i r l oans . The 

marketing of grain i s tending to lower the c a l l f o r funds i n agricultural 

d i s t r i c t s . In the South the c r e d i t s i t u a t i o n i s widely d i s cus sed , but 

i t i s reported by D i s t r i c t No. 11 ( D a l l a s ) that there was "but l i t t l e 

change i n the month of August, a l though there was another moderate 
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i n c r e a s e i n the volume <?f bank loans and seme d e c l i n e i n d e p o s i t s . n 

In D i s t r i c t No. 6 ( A t l a n t a ) e f f o r t t o c u r t a i l expansion and to re trench 

has had a good e f f e c t . On the P a c i f i c Coast there was a d e c l i n e in 

c l e a r i n g s and there has been a s l i g h t e a s i n g in the r a t e s charged f o r 

secured l o a n s , together w i th an increase in some p a r t s of the D i s t r i c t 

f o r loans on commercial paper. An increase of $15 ,623 ,000 of t o t a l b i l l s 

on hand, accompanied by a decrease of $2 ,080,000 in t o t a l r e s e r v e s 

"are the s i g n i f i c a n t changes i n the p o s i t i o n of" the Federal Reserve 

Bank of San Franc isco "during the p a s t month. n A somewhat improved 

c o n d i t i o n of the investment market i s reported from var ious par t s of 

the country, Chicago s t a t i n g that an encouraging s i g n i s the "growth 

of t h r i f t on the p a r t of the publ ic" as shown by an increase i n sav ings 

d e p o s i t s and "the l a r g e number of small i n v e s t o r s i n prime s e c u r i t i e s . * 

In New York the demand f o r b i l l s f e l l o f f during the p a s t t h i r t y days 

and the market has been qu ie t . The d i s t r i b u t i o n of commercial paper 

cont inues f a i r l y good, although almost e n t i r e l y w i t h country banks-

Dealers report a more encouraging out lock i n the Middle West. Stock 

market requirements have been mich reduced. Cal l money cont inues 

a v a i l a b l e a t r e l a t i v e l y moderate r a t e s . Time money has loaned a t 

to 8 i per c e n t , but the amounts i n v o l v e d are smal l . C o l l e c t i o n cond i -

t i o n s are somewhat v a r i a b l e . On the P a c i f i c Coast r e p o r t s r e c e i v e d 

from 85 f i r m s show that 50# have experienced no d e c l i n e s whatever. In 

other c a s e s c o l l e c t i o n s dec l ined , the f a l l i n g o f f beg inning in the months 

of May and June and were e x h i b i t e d p a r t l y in the d e c l i n i n g number and 

volume of accounts which took advantage of cash d i s count s , whi le there 

was an i n c r e a s e in the number of accounts running p a s t due. In D i s t r i c t 

No. 8 ( S t , Louis) c o n d i t i o n s have not m a t e r i a l l y a l t e r e d . D i s t r i c t No. 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



9 0 0 
V *> 

X - 2 0 1 6 
- - J " 

5 (Richmond.) r e p o r t s a v a r i a b l e cond i t i on with, n ine out of e i g h t e e n 

report ing f irms complaining d e f i n i t e l y of s lowness i n payments» Con-

d i t i o n s , however, are in general "not far below normal f o r t h i s season 

of the year ." Taking the country as a whole, c o n d i t i o n s as i l l u s t r a t e d 

in the e x t e n s i v e inquiry i n t o c o l l e c t i o n condi t ions made by the Board 
which 

a month ago# < e r e s u l t s were publ ished i n the B u l l e t i n for September, 

shows no material change, Foreign exchange has been somewhat i rregu lar 

and i t i s reported by D i s t r i c t No. 2 (New York) that d e c l i n e s in the 

p r i n c i p a l Continental exchanges have been more pronounced than i n 

s t e r l i n g , f rancs and l i r e be ing "errat ic" wi th a general downward ten* 

dency. This i s due to seasonal o f f e r i n g of b i l l s . Par Eastern 

exchanges have been apathe t i c and specu la t ive . Rates on Argentina have 

continued to recede . 
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2nd Session, II, 2» 12379 
66th CONGRESS 1 

In the house of Representat ives , 

February 6, 1920. 

Mr. Steaga.ll introduced the following b i l l ; which was r e f e r r e d to the 
Committee on Banking and Currency and ordered to be p r i n t e d . 

A BILL 

Amending sec t ion 13 of the Act approved December 23, l ^ l j , known a s the 

Federal Reserve Act, a s amended by the Act approved March 3, 1915 

(Thir ty-e ighth S ta tu tes , chapter 93, page 958); Act approved September 

7, 1916 (Thi r ty-n in th S ta tu tes , chapter 46l, page 752); Act approved 

June 21, 1917 (For t ie th S ta tu tes , chapter 32, page 232). 

Be i t enacted by the Senate and House of Representat ives of the 

United S ta tes of America i n Congress assembled, TLat ssuticn. 13 of 

the Act approved December 23, 1913* known as the Federal Reserve Act, 

as amended by the Act approved March 3, 1915 (Thir ty-e ighth S ta tu t e s , 

chapter 93# page 958); Act approved September 7, 1916 (Thi r ty-n in th 

S ta tu tes , chapter 46l, page 752); Act approved June 21, 1917 (For t i e th 

S ta tu tes , chapter 32, page 232), be amended a s fo l lows; That paragraph 

1 of said sec t ion be amended by s t r i k i n g out a f t e r the word "charges" 

the words " to be determined and regulated by the Federal Reserve Board" 

and by s t r i k i n g out the semicolon a f t e r the word "otherwise" and sub-

s t i t u t i n g a per iod and s t r i k i n g out the words "but no such charges 

shal l be made a g t i n s t the Federal reserve banks", so t h a t the paragraph 

w i l l read: 

"Sec, 13- Any Federal reserve bank may receive from any of i t s 
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member banks, and from the United S ta tes , deposi t s of current funds in 

lawful money, nat ional-bank notes , Federal reserve notes^ or checks, 

and d r a f t s payable upon presenta t ion , and, a l so , f o r co l l ec t ion , maturing 

notes and b i l l s , or , sole ly f o r purposes of exchange or of co l l ec t ion , 

nay receive from other Federal reserve banks depos i t s of current funds 

i n lawful money, nat ional-bank notes , or. checks upon other Federal reserve 

banks, and checks and d r a f t s , payable upon presen ta t ion wi th in i t s d i s t r i c t , 

and maturing notes and b i l l s payable within i t s d i s t r i c t ; or , solely f o r 

the purposes of exchange or of co l lec t ion , may receive from any nonmember 

bank or t r u s t company deposi ts of current funds in lawful money, national*. 

bank notes , Federal reserve notes , checks, and d r a f t s payable upon p r e -

senta t ion , or maturing notes and b i l l s : provided, That such nonmember 

bank or t r u s t company maintains with the Federal reserve bank of i t s 

d i s t r i c t a balance s u f f i c i e n t to o f f s e t the items in t r a n s i t held f o r i t s 

account by the Federal reserve bank: Provided f u r t h e r , That nothing in t h i s 

or any other sec t ion £f t h i s Act^shall be^ construed a s p r o h i b i t i n g a member 

or nonmember bank Srom making reasonable charges, but iq, no cas t t o exceed 

10 cents per $100 or f r a c t i o n thereof , based on the t o t a l of checks and 

d r a f t s presented a t any one time fo r co l l ec t ion or payment of checks and 

d r a f t s and remission t he r e fo r by exchange or o therwise ." 
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Ex o f f i c i o M e m b e r s 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

a d d r e s s r e p l y t o 
FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

- W. P . 6 . H A R D I N G , GOVERNOR 

ALBERT S T R A U S S . VICE GOVERNOR , 
A D O L P H C . MILLER 

C H A R L E S S . HAMLIN 

H E N R Y A. M O E H L E N P A H 

W . T. C H A P M A N . SECRETARY 

R G . E M E R S O N , ASSISTANT SECRETARY 

W . M. IMLAY, FISCAL AGENT 

X-2318 

September 3Q, 1,920. 

To t h e Staff of the Federal Reserve Board: 

The Federal Reserve Boa^d has accepted my 

r e s i g n a t i o n a s i t s Secretary e f f e c t i v e November 1, 

1920. Inasmuch, however, as -I sha l l not be a t the 

o f f i c e a f t e r today, I take t n i s opportunity t o t r y t o 

eay t o you how much I app rec i a t e the splendid s p i r i t 

of coopera t ion and l o y a l t y on your p a r t t ha t i t has 

been my p r i v i l e g e to enjoy while I have had t h e honor 

of se rv ing a s an o f f i c e r of the Board. I t i s my 

ea rnes t hope and expec ta t ion t h a t s imi l a r s e rv i ce t o 

my successor in o f f i c e w i l l redound to your mutual 

b e n e f i t . 

F a i t h f u l l y yours, 
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EX OFFICIO MEMBERS 

DAVID F. HCUSTOM 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S REPLY TO 
FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

91. P. 6. HARDING, GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN , SECRETARY 
R. G . E M E R S O N , ASSISTANT SECRETARY 

W. M. Ill LAY. FISCAL AGENT 

September 30,1920. 
x-2019 

Dear S i r : 

By d i r e c t i o n of the Federal Reserve BoaM^ i 

am sending t o you herewith a copy of address de l ivered 

by Vice-Governor P i a t t be fore the West Vi rg in ia Bankers1 

Associa t ion on September l 6 t h , a summary of which has 

h e r e t o f o r e been sent you* 

Very truly yours, 

Enclosure* 
Secre ta ry . 

To Chairmen of a l l £ R , Banks EXCEPT SANFRANCISCO 
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EX OFFICIO MEMBERS 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 
FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

W. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 
ADO LP H C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R. 6. EMERSON, ASSISTANT SECRETARY 
W. M. INLAY, FISCAL AGENT 

October 2, 1920. 
X-2020. 

Dear S i r : 

As a mat te r of informat ion and. i n t e r e s t , I 

enclose a copy of an address de l ive red by Governor 

Harding t o the Motor and Accessory Manufacturers1 

Assoc ia t ion a t Cleveland, Ohio, on September 16, 1920, 

The address was de l ive red extemporaneously and a f t e r -

wards s t e n c i l e d by the Board from the s tenographic 

r e p o r t stroplied by the Motor and Accessory Manufacturers ' 

Assoc ia t ion . 

Very t r u l y yours , 

Executive Sec re t a ry . 

Enclosure . 

To Chairman of a l l Federal Be serve Barks, 
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DAVID F . H O U S T O N 
SEC|JSTARY,OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

W. p. 0, HARDING. GOVERNOR 

A L B E R T STRAUSS, VICE GOVERNOR 

A D O L P H C. MILLER 

C H A R L E S S. HAMLIN 

H E N R Y A. M O E H L E N P A H 

W . T. C H A P M A N , SECRETARY 
R. G . E M E R S O N , ASSISTANT SECRETARY 

W . M. IMLAY, FISCAL AGENT 

October 4, 1980. 
X-2021 

Dear S i r : 

At the d i r e c t i o n of the Mew Currency Committee, 
appointed a t the l a s t Conference of Governors with the 
Federal Reserve Board in Washington, Apri l 7-10, 1920, 
I am sending you herewith , f o r your informat ion, mimeo-. 
graphed copy of the "Report of New Currency Committee 
wi th Reference to Increase in the F a c i l i t i e s of the 
Bureau of Engraving and P r i n t i n g which the New Currency 
Committee has submitted to Governor Morss, Chairman of 
the Program Committee of the Governors' Conference to 
be h e l d in Washington on October 13. 1920. 

Very t r u l y yours, 

Enclosure . 

Member, New Currency Committee, 
Governors' Conference. 

To Governors of a l l F,R, Banks. 
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REPORT OF NEW CURRENCY COMMITTEE WITH REFERENCE TO INCREASE 
IN THE FACILITIES OF THE BUREAU OF ENGRAVING AND PRINTING, 

The report of the Currency Committee appointed a t the l a s t Governor a' 

Conference he ld i n Washington, April 7th - 10th , 1920, which was submitted 

t o Governor McDouga.1 June 21, 1920, d e a l t p a r t i c u l a r l y w i t h a p lan f o r the 

e q u i t a b l e d i s t r i b u t i o n of the a v a i l a b l e supply of new currency and pro-

vided f o r i n c r e a s i n g the reserve s tocks of new currency on hand. The 

Committee has, however, i n accordance wi th i t s i n s t r u c t i o n s , fo l lowed 

the progress of i t s previous recommendations and now o f f e r s t h i s supple -

mentary report of i t s conc lus ions a s t o the changes necessary t o e f f e c t 

a re turn t o normal cond i t ions of supply, d i s t r i b u t i o n , r e s e r v e and c l e a n -

l i n e s s of our paper currency. 

At the time of the prev ious Conference of Governors i t was the general 

b e l i e f that w i t h i n a short time the current product ion of new currency by 

the Bureau of Engraving and P r i n t i n g would be ample f o r ordinary needs 

and t h a t the ch ie f problems at that time were the equ i tab le d i s t r i b u t i o n 

of currency and the equ i tab le replenishment of reserve s t o c k s . A f t e r 

care fu l c o n s i d e r a t i o n and a n a l y s i s of s t a t i s t i c s covering opera t ions i n 

a l l kinds of paper currency of the United S t a t e s during the pas t f i v e years , 

and a f t e r secur ing from the D irec tor of the Bureau of Engraving and P r i n t -

i n g a statement of the capaci ty of h i s p l a n t , the Committee has reached the 

f o l l o w i n g c o n c l u s i o n s : 

FIRST: That t h e current supply of new currency i s inadequate 
t o meet the demands, and that re serve s tocks have been 
s e r i o u s l y diminished. 
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SECOND: That un less the product ion of new currency i s increased 
promptly the s i t u a t i o n w i l l shor t ly become dangerous i n 
t h a t i t w i l l r e s u l t in an i n s u f f i c i e n t supply of new currency 
wi th which t o do business* 

FINALLY: That i f the e n t i r e capacity of the Bureau should be 
devoted t o the p r i n t i n g of currency the production would be 
inadequate t o meet current demands. 

FIRST: According to f i g u r e s compiled by the Federal Reserve 

Board there has. been an average of approximately 800,000,COO p i e c e s of 

currency i n c i r c u l a t i o n during the past e ighteen months. The bes t i n -

formation a v a i l a b l e a t the present time i s that the average l i f e of a l l 

denominations of currency, us ing paper made of new cotton c u t t i n g s , i s 

approximately e ight months. In order t o adequately meet the present 

demand for new currency, the Bureau of Engraving and Pr in t ing should, 

there fore , pr in t and d e l i v e r 1 ,200 ,000 ,000 p i e c e s of currency per annum. 

Against t h i s requirement the Bureau del ivered 727,000,000 p i e c e s for the 

year I g i g , whi le the output f o r 1920, based upon f i g u r e s f o r the f i r s t 

s i x months of t h i s year w i l l be only 63s ,000 ,000 p i e c e s for 1920, and 

562,000,000 p i e c e s l e s s than i s necessary to provide an adequate supply 

of currency f o r the country. 

For considerable more than a year the Federal Reserve Banks have been 

l i m i t i n g new currency paid out t o amounts f a r below that required f o r 

reasonable replacement. In s p i t e of t h i s , the number of p i e c e s of new 

currency (of a l l kinds) shipped from Washington for the twelve months 

ending June 30,1920, great ly exceeded the number of p i e c e s pr inted a s 

shown i n the f o l l o w i n g extract from Tables prepared by the Federal Reserve 

Board; and has r e s u l t e d in s e r i o u s l y reducing the reserve s tocks; 
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Number of n o t e s shipped from Washington 
July 1 , 1919 t o June 30, 1920 . . . . 744 .118,371 

Number of p i e c e s pr in ted during per iod 649 .360 ,132 

D i f f e r e n c e 94 ,755 ,239 or 
Approximately . . . $ 4 5 0 , 0 0 0 , 0 0 0 

SECOND: Uhile the Federal Reserve Banks have been gradual ly drawing 

upon t h e i r reserve s tocks of new currency t o meet the b u s i n e s s demands of 

t h e i r D i s t r i c t s , the standard of c l e a n l i n e s s of a l l currency i n c i r c u l a -

t i o n has been gradual ly f a l l i n g . In the opinion of the Committee, t h i s 

cond i t ion of the currency has a lready r e s u l t e d i n general d i s s a t i s f a c t i o n 

.because of the n e c e s s i t y f o r cont inuing i t i n c i r c u l a t i o n u n t i l i t i s 

worn out* This condi t ion has a lready become a subject for comment by 

the newspapers throughout the country and the f o l l o w i n g e x t r a c t from one 

of the l e a d i n g newspapers of New York City i s t y p i c a l t 

" A FLOOD OF DIRTY MONEY, 

What i s the reason for the f l o o d of f i l t h y and 
t a t t e r e d money wi th which t h i s c i t y i s now a f f l i c t e d ? 
Of new b i l l s of any denomination there seem t o be none; 
decent ly c l ean one and two d c l l a r b i l l s are almost a s 

\ scarce a s h e n ' s t e e t h . Much of the currency i n c i r c u -
l a t i o n i s so s o i l e d t h a t people of hyg ien ic t e n d e n c i e s 
handle i t w i th f e a r and trembling. Some of i t i s so 
ragged that i t seems i n danger of crumbling t o p i e c e s 
a s i t p a s s e s from hand to hand. 

If t h i s overworking of old money i s due t o an 
economical f reak , the sooner i t ends the b e t t e r . The 
handl ing of e x c e s s i v e l y s o i l e d paper must be unhealthy 
as w e l l a s i n t e n s e l y d i s a g r e e a b l e . The amount saved t o 
the Government or the Federal Reserve Banks or whoever 
i s r e s p o n s i b l e i s not worth the r i s k and the o f f e n s i v e n e s s 
i n v o l v e d . 

Fu l ly ha l f of a l l the smal ler s i z e d b i l l s from $1 
t o $10 or even $20 now i n c i r c u l a t i o n ought t o be r e t i r e d 
i n short order and f r e s h ones put out i n t h e i r s t e a d . " 
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The poor cond i t ion of the currency in c i r c u l a t i o n i s c o n c l u s i v e l y 

shown by the f a c t t h a t in the year 1915 when the currency was pr inted on 

paper made from new l i n e n c u t t i n g s the number of n o t e s redeemed amounted 

t o 85$ of the number of n o t s s i n c i r c u l a t i o n , whereas, i n the year ending 

December 31, 1915* when the currency was pr inted on the much s h o r t e r -

l i v e d paper made from new cot ton c u t t i n g s , the number of n o t e s redeemed 

amounted to only 78*85$ of the number of no te s in c i r c u l a t i o n . I t was 

p o s s i b l e a l s o when us ing paper made from l i n e n c u t t i n g s t o launder the 

n o t e s when they became d i r ty adding m a t e r i a l l y to the l eng th of time they 

could be kept in c i r c u l a t i o n . This l e s s e n i n g of the percentage of r e -

demptions i s concrete evidence of the f a c t t h a t a l l the Federal Reserve 

Banks have been ob l iged to continue t h e i r n o t e s i n c i r c u l a t i o n f a r beyond 

the time when they should have in decency been destroyed. Should t h i s 

p o l i c y be continued f o r any cons iderable period there i s the danger of 

l a r g e proport ions of no te s i n c i r c u l a t i o n becoming so worn out that they 

could no longer be continued i n c i r c u l a t i o n and on account of the i n -

s u f f i c i e n t supply of new n o t e s pr inted by the Bureau t o rep lace them, 

there would r e s u l t an a c t u a l shortage of paper currency wi th which t o 

conduct the b u s i n e s s of the country* 

In 1915, the number of p i e c e s of currency i n c i r c u l a t i o n wae approx-

imately 435, 000, 000, This number increased to approximately 820 ,000 ,000 

or by 90$ during the year ending June 30 ,1920. For t h i s same period the 

Bureau of Engraving and P r i n t i n g increased i t s annual output of currency 

from 3 9 4 , 0 0 0 , 0 0 0 p i e c e s i n 1915 t o 6 3 8 , 0 0 0 , 0 0 0 p i e c e s , or by 6lfo i n 1920. 

While the t o t a l c i r c u l a t i o n of the country increased 90$, the Bureau was 
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only a b l e t o i n c r e a s e i t s output 6 l $ , a f t e r a s s i g n i n g approximately 

one- fourth of i t s men and equipment t o p r i n t i n g of bonds and working 

the e n t i r e p l a n t capacity three s h i f t s of e i g h t hours each. I t has 

been s t a t e d that a t l e a s t one- fourth of t h e Bureau's capaci ty must be 

devoted t o the p r i n t i n g of bonds u n t i l June 1921, when i t i s a n t i c i p a t e d 

the bond program w i l l be completed and the output of new currency i n -

creased i n proportion*. 

The f o r e g o i n g r e l a t e s t o the bond p r i n t i n g program i n hand, but i t 

i s by no means assured that the p r i n t i n g of bonds w i l l end July 1921, 

On the other hand, i t seems w r y probable that so l o n g a s the Government 

has outstanding bonds t o the amount of $20 ,000 ,000 ,000 represent ing 

70 ,000 ,000 p i e c e s and a f l o a t i n g debt of around $ 3 , 0 0 0 , 0 0 0 , 0 0 0 there w i l l 

a lways continue the p o s s i b i l i t y of f i n a n c i a l operat ions wi th the r e s u l t a n t 

n e c e s s i t y f o r p r i n t i n g bonds i n volume, 

FINALLY: There are approximately 800, 000,COO p i e c e s of currency 

i n c i r c u l a t i o n . The bes t information a v a i l a b l e t o the Committee e s t imates 

the average l i f e of a l l denominations of currency t o be approximately 

e i g h t months. On t h i s b a s i s i t i s evident t h a t the Bureau of Engraving 

and P r i n t i n g should p r i n t and d e l i v e r 1 , 2 0 0 , 0 0 0 , 0 0 0 p i e c e s of currency per 

annum to provide f o r replacements under normal c o n d i t i o n s . In making 

t h i s es t imate no cons idera t ion has been g iven t o the f a c t t h a t the present 

condi t ion of the currency i s below normal, and that a higher r a t e would 

have t o be maintained f o r a cons iderable per iod t o r e s t o r e the currency 

t o a c l ean standard. A g i i n s t our est imated requirements of 1 , 2 0 0 , 0 0 0 , 0 0 0 

p i e c e s of currency a year , the Bureau of Engraving and P r i n t i n g has pr inted 
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so f a r t h i s year a t a ra te of 638 ,000 ,000 p i e c e s per annum. Even i f 

the Bureau's output of new currency should be increased t o t h e maximum 

of the p lan t or 300 ,000 ,000 p i e c e s per annum, there would be a d e f i c i t 

of 300 ,000 ,000 p i e c e s per annum necessary t o meet the current demands 

a s es t imated above. 

I t i s obvious from the forego ing that the Bureau cannot adequately 

meet t h e demands f o r new currency without i n c r e a s i n g the s i z e of i t s 

p l a n t , and t h i s Committee i s unanimously of the opinion that the n e -

cessary s t e p s should immediately be taken t o increase the f a c i l i t i e s 

of the Bureau of Engraving and P r i n t i n g . 

J .D. HIGGINS . 
Chairman - New York 

F.W. CHASE 
Boston 

O.J. NETTERSTROM 
Chicago 

R.G. EMERSON 
Federal Reserve Board. 

September 21,1920, 
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DAVID F. HOUSTON 
S E C R E T A R Y ^ THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

tj 
W. P. G. HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R. G. EMERSON, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

October 7> 1920. 
X.2023 

Dear S ir ) 

For your information, there i s quoted below 
extract from l e t t e r rece ived by Ass i s tan t Secretary of 
the Treasury Gilbert from Acting Third A s s i s t a n t P o s t -
master General Barrows, wi th respect to p o s t a l r e g u l a t i o n s 
covering shipments of United Sta tes paper currency under 
i n s t r u c t i o n s contained i n regu la t ions of the Secretary 
the Treasury i ssued August 30, 1$20, providing for Federal 
Reserve Banks making exchanges, replacements and redemptions 
of such currency: 

"Receipt i s acknowledged of your l e t t e r of 
the f i r s t ins tant , which the Postmaster General 
has referred to me, concerning the discontinuance 
of the several subtreasur ies i n accordance w i th the 
Act of May 29, I92O, and the t r a n s f e r of the sub-
treasury funct ions to the Federal Reserve Banks. 

"The i n s t r u c t i o n s which i t i s proposed t o 
i s s u e i n connection with the change wi th r e s p e c t 
t o the exchanges, replacement and redemption of 
United S t a t e s paper currency, a copy of which was 
submitted with your l e t t e r , have been c a r e f u l l y gone 
over a s requested, and your understanding i s correct 
that shipments of currency may be sent through the 
m a i l s between the Treasury Department and the var ious 
Federal Reserve Banks and t h e i r branches under the 
procedure now i n operat ion between the Treasury 
Department and the subtreasuries , that i s , such sh ip -
ments a s are now sent a s r e g i s t e r e d mai.l by the 
Treasury Department free of postage under penal ty 
envelopes or l a b e l s t o the several subtreasur ies may 
be sent i n the same manner t o the Federal Reserve 
Banks and t h e i r branches; and that such shipments 
a s are now being sent through the mai l s a s r e g i s t e r e d 
matter wi th postage prepaid a t the f o u r t h - c l a s s or 
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parce l post r a t e s , e i t h e r to or from the Treasury 
Department, may be handled i n s imi la r manner when 
sent t o or from the Treasury Department and the 
Federal Reserve Banks/ the methods of prepaying 
the postage and r e g i s t r a t i o n f ees , pouching, e t c . , 
to be continued as under the present arrangements. 
Shipments of currency by the Federal Reserve Banks 
on secondary d i s t r i b u t i o n may be sent through the 
mails as r eg i s t e red matter a t the f o u r t h - c l a s s 
r a t e s i n the manner i n which the sub t reasur ies 
make such shipments under the arrangements now i n 
f o r c e . " 

Very t r u ly yours, 

Ass is tant Secre tary . 

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS. 
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( C O P Y ) 
CHAMBER OF COî /tEHCE 

OF THE UNITED STATES OF AMERICA 
WASHINGTON, D. C. 

October 9> 1920 

Honorable William P. G. Harding, Governor, 
Federal Reserve Board, 
Washington, D. C. 

My.dear Governor: 

Desi r ing to measure the e f f e c t of the declared pol icy of the Federal 
Reserve Board to r e s t r i c t the undue use of the rediscount p r i v i l e g e by 
advancing the discount r a t e , we have had under considerat ion an ana lys i s 
of the e f f e c t of the r a t e changes in the increase of the general bank 
r a t e , the changes i n the loan account ind ica t ing a decrease Of loans on 
government war ob l iga t ions and other bonds and stocks, and the increase 
of the volume of loans to discounts of member banks and of a l l s t a t e and 
na t iona l banks during a per iod from October, l $ ig , to September 1, 1920. 

We have a l so had under considerat ion the decrease in market values 
of s e c u r i t i e s a r i s i n g from an advance in i n t e r e s t r a t e , the purpose being 
not to under-vaiue the b e n e f i c i a l e f f e c t s tha t may have r e su l t ed from 
the p o l i c y but r a t h e r to a s c e r t a i n the cost to the publ ic of t h i s country 
in the i n t e r e s t b i l l on the one hand and the decreased market value of 
s e c u r i t i e s on the other as represent ing the o f f s e t t o the safeguards t h a t 
may have been included in carrying out the Board's pol icy . The ana lys i s 
s tudied by our Board of Directors was not prepared in a s p i r i t of c r i t i -
cism but r a the r of open and f r i e n d l y inquiry and the f igu res compiled 
have, with very few exceptions, been taken from the s t a t i s t i c a l records 
of the Federal Reserve Board as published in the monthly b u l l e t i n s from 
l a s t November to date . 

If we may venture t o suggest anything to the considera t ion of the 
Federal Reserve Board i t would be to express the convict ion tha t a second 
d e f i n i t e instrument should be provided by law to be used in con t ro l l i ng 
the volume of red iscounts when the log ica l and usual instrument, the 
increase in the discount r a t e , f a i l s in i t s e f f e c t i v e n e s s . 

We have a f e e l i n g tha t the Phelan ac t , passed in April of t h i s year, 
provides t h i s other instrument t o l i m i t rediscounts , but the exerc i se of 
t h i s power on the p a r t of the Federal Reserve bariks being opt ional i t 
does not a t present provide p o s i t i v e l i m i t a t i o n s vAiich ind ica te the bas ic 
volume of rediscount operat ions sub jec t to increase upon app l i ca t ion with 
v a l i d reasons t h e r e f o r . 

We co rd i a l l y commend to your considerat ion the expression of our 
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Board t h a t the rediscount r a t e may be placed upon a lower l eve l in the 
'near f u t u r e , f e e l i n g conf ident t ha t t h i s ac t on the p a r t of the Federal 
Reserve Board w i l l immediately lower the general i n t e r e s t f a t e in the 
same r a t i o t h a t the advancing rediscount r a t e has served to s tep up the 
general bark r a t e . 

We are not unmindful of the danger or d i f f i c u l t y tha t may a t tend 
a reduct ion of the rediscount r a t e in i t s e f f e c t upon the s e c u r i t i e s 
market and we a r e no t urging ac t ion in t h i s d i r ec t ion u n t i l such time as 
the safeguards have been extended uniformly throughout a l l of the Federal 
Beserve banks to make impossible a per iod of speculat ion, as the market 
values of s e c u r i t i e s move upward in keeping with the lower p r i c e of money. 
We a re desi rous of continuing our analys is of the e f f e c t s of t h i s po l i cy 
upon commerce and wi l l gladly tender to the Board any ass i s tance which 
the Chamber of Commerce may be able t o o f f e r in solving what we f e e l to 
be an i n t r i c a t e and d i f f i c u l t problem. We should a l so g rea t l y appreciate 
your c r i t i c i s m of our pos i t ion i f we have mis in te rpre ted the Board 's 
po l i cy in i t s r e s u l t s . w@ are a t t ach ing here to a copy of the memorandum 
which has had the a t t e n t i o n of the Directors and upon which the d iscuss ion 
of the subject has been pred ica ted . 

Very t r u l y yours, 

(Signed) JOSEPH H. DEPRESS 

Pres iden t . 

Inc losure : 
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TO THE BOARD OF DIRECTORS OF THE CHAMBER OF COMMERCE OF THE UNITED SPATES: 

For eleven months the declared po l icy of the Federal Reserve Board 

to cont ro l c r e d i t expansion, discourage speculat ive operat ion in s e c u r i t i e s 

and commodities,bring about de f l a t i on , and r e t u r n to normal p r i c e l eve l s 

has been in e f f e c t * 

The extent t o which the po l i cy has been successful i s not ye t c l e a r . • 

The instrument chosen, an increase in the rediscount r a t e operat ing i n 

normal times, would surely have brought about the con t ro l s sought, but 

normal times are no t wi th us ye t and adjustments have been p a r t i c u l a r l y 

d i f f i c u l t because world complexities inf luence them. Channels of com-

munication are not a l l open arid running smoothly. Transportat ion on land 

and sea i s s t i l l s u f f e r i n g from the s t r a i n of war condi t ions . In t e rna t iona l 

c r e d i t i s s t i l l chaot ic ahd the exhausted surpluses of the n e c e s s i t i e s of 

l i f e have not yet been regained. Perhaps experimentation with t h i s ins t i l l* 

ment was des i rab le i f only to ingufe tke Maintenance of the lawful reserves 

of gold agains t the deposi t and note c i r c u l a t i o n l i a b i l i t y of the Federal 

Reserve system, but whether the r e s u l t s hoped f o r have or have not bean 

r e a l i z e d the value of these r e s u l t s must be measured by the disadvantages 

su f fe red to secure them, and the po l i cy of the Federal Reserve Board has 

had such a marked e f f e c t upon the i n t e r e s t r a t e f o r cur ren t and time c r e d i t 

operat ions , and upon the values of outstanding s e c u r i t i e s , and even in 

some measure upon the general p r i ce l e v e l , t h a t I have been l e d to make 

an ana lys i s f o r your considera t ion t o permit you t o determine whether a 

change of nol icy i s advisable or necessary, or whether a f u r t h e r amend-

ment t o the Federal Reserve law should be made to provide other i n s t r u -

ments of control than the one used in t h i s ins tance . 

In p r e sen t i ng t h i s ana lys i s I wish i t d i s t i n c t l y understood t h a t I 

am not c r i t i c i s i n g the Federal Reserve Board nor the boards of the Federal 
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Reserve banks. I am simply asking a cons idera t ion of the apparent r e s u l t s 

of the Board's p o l i c y to determine, perchance, whether the Chamber of 

Commerce of the United S t a t e s has a duty i n connect ion wi th the f a r t h e r 

continuance of t h i s p o l i c y . 

We may assume t h a t the c o n s i s t e n t operat ion of the p o l i c y has develop-

ed c e r t a i n r e s t r a i n i n g i n f l u e n c e s . Hie e x t e n t t o which d i s a s t e r has been 

averted i s d i f f i c u l t t o measure. The unknown q u a n t i t i e s may compensate 

f o r a l l c o s t s . I s h a l l not t r y t o speculate regarding them, but only to 

s e t f o r t h such comparative f a c t s as are a v a i l a b l e from the records of the 

Federal Reserve system. 

1 . We must admit t h a t the r e s t r a i n t s of an increased red i scount rate 

he lped t o maintain t h e m e t a l l i c reserve a g a i n s t d e p o s i t s and note c i r c u l a -

t i o n . Hie va lue of t h i s as ho ld ing the p u b l i c conf idence i n the Federal 

Reserve system i s very grea t . The same r e s u l t might have been obtained by 

a broader i n t e r p r e t a t i o n of the power of the Board to l i m i t r ed i s count s , 

but the law i s not mandatory or even s p e c i f i c on t h i s quest ion of l i m i t a -

t i o n and, t h e r e f o r e , the instrument chosen was the natura l and l o g i c a l on6* 

2 . Hie investment account of e i g h t hundred report ing member banks 

has been reduced from November, 1919» t o Ju ly , 1920, by something over 

$450,000, OCX). 

3 . The l o a n s on Uni ted S t a t e s bonds and c e r t i f i c a t e s f l u c t u a t e d 

from $1 ,061 ,000 ,000 on October 4 to a high of $1 ,189 ,000 ,000 i n March to 

a low of $1 ,000 ,000 ,000 i n Ju ly , a n e t decrease f o r the per iod of 

$61 ,000 ,000 . 

4 . Loans on s tocks and bonds other than United S t a t e s s e c u r i t i e s 

l i k e w i s e f l u c t u a t e d from $3 ,200 ,000 ,000 i n October to a h igh of $3 ,350-

000 ,000 i n January to a low o f $3 ,046 ,000 ,000 i n J u l y , a n e t decrease f o r 

the p e r i o d of $156 ,000 ,000 . Undoubtedly the h i g h i n t e r e s t r a t e de ferred 
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some capital investnients where the earning power of s u c h investments 

was low, and bond and stock operations and commodity purchases were 

curtai led. Operations of a highly prof i table or speculative nature, 

however, probably proceeded, notwithstanding the rate; for speculation, 

e spec ia l ly in abnormal titii68* playti fbr a stake and the pride of money 

becomes a secondary consideration. 

I wish to d i scuss in t h e i r order the changes s ince the Federal Re-

serve po l i cy was announced in 

The p r i ce of money; 
The general s tock of money; 
The index f i g u r e s f o r wholesale 'pr ices; 
The loans and discounts of r epor t ing banks and 

a l l s t a t e and na t iona l banks; 
The p r i c e of war obl igat ions of the United 

Sta tes Government; 
The p r i c e of a l l other bonds; 
The volume of s e c u r i t i e s issued. 

The ftrice of Money: 

The Federal Reserve Board i n i t s Bu l l e t in dated October 1, 1919,said: 

"The disappearance of the Treasury from the long term 
loan market and the rapid reduct ion of i t s requirements 
f o r short term accommodation foreshadow the approach of 
the time when the f i n a n c i a l operat ions of the Government 
wi l l cease t o be the important f a c t o r in shaping Reserve 
bark p o l i c i e s which they have been, and Federal Reserve 
bark r a t e s once more w i l l be f ixed sole ly with a view of 
a id ing commerce and b u s i n e s s . " 

In the November Bu l l e t i n the Board sa id : 

"A review of a l l the condi t ions in the banking s i t u a t i o n 
has confirmed the Board i n the view tha t in the app l i ca t ion 
of i t s discount po l i cy an advance of r a t e s should no longer 
be d e f e r r e d . " 

Also, in the December B u l l e t i n the Board sa id : 

"The usua l method of r e s t r i c t i n g the undue use of the 
rediscount p r i v i l e g e i s t o advance r a t e s . This po l i cy 
would have been put i n t o operat ion several months ago 
except f o r i t s bear ing upon government f inanc ing . The 
f a c t tha t the Treasury had sold more than twenty b i l l i o n s 
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i n bonds and Victory notes , magp of which had been taken 
by persons who had been unable to pay f o r them in f u l l but 
were obliged to car ry them a t banks, l i q u i d a t i n g t h e i r 
ob l iga t ions from time to time, ma te r i a l ly a l t e r e d the po l icy 
which would otherwise have been adopted by the Board. That a 
r e l a t i v e l y low r a t e was maintained f o r the purpose of accom-
modating bona f i d e subscr ibers to government ob l iga t ions opened 
an opportuni ty f o r other borrowers t o obta in funds f o r t h e i r 
own purposes a t comparatively low c o s t . " 

For more than twelve months preceding these e d i t o r i a l announcements 

rediscount r a t e s had been maintained a t from 4-1/4$ to 4-3/4$, and t h i s 

r a t e served to anchor the r a t e charged by member banks to customers, and 

in the open market a t 5 -1 /4$ to 5 - l / 2$ , a d i f f e r e n t i a l of from 3/4$ to 

1$ above the rediscount r a t e . 

Quoting from the Board1 s March B u l l e t i n : 

" I t was the Board's view a l so tha t as a r u l e the discount 
r a t e s of the Federal Reserve Banks should be higher than cu r -
ren t market r a t e s , thus o f f e r i n g no incent ive to member banks 
to rediscount f o r the sake of making a p r o f i t in the t r a n s a c t i o n . " 

However proper t h i s view may be, the operat ion does not seem to 

proceed tha t way, and the argument most f r equen t ly advanced when the 

Federal Reserve law was under d iscuss ion was t h a t the power of the Federal 

Reserve Board t o meke a rediscount r a t e would serve t o s t a b i l i z e bank r a t e s 

upon a reasonable and favorable l e v e l . 

From September t o November 29, 1$19, the rediscount r a t e was f r a c t i o n -

a l l y advanced and the general bank discount r a t e moved up f r a c t i o n a l l y to 

a maximum of 6$. Under normal condi t ions t h i s f r a c t i o n a l advance would 

have re ta rded loan expansion but the contrary was the r e s u l t and up to 

January 16, 1920, the loans and discounts of some e igh t hundred r epo r t ing 

banks increased $500,000,000. On January 21, 1920, the f i r s t consequential 

rediscount increase was made, t o a maximum of 6$. Hie r e s u l t to May 14 

was an increase in loans and discounts of $1,500,000,000. Subdivided, the 

loans changed as fo l l ows : 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 5 -
X-20"Ua 

On U. S. s e c u r i t i e s , increase $87,000,000; 
On stocks and bonds other than U. S. s e c u r i t i e s , 

decrease $250,000,000; 
Other loans , p r i n c i p a l l y commercial paper and d i s -

counts, increase $1,600,000,000. 

Comment e d i t o r i a l l y in the March and April Bu l l e t i n s of the 

Federal Reserve Board was as fo l lowst 

"The normal and t r a d i t i o n a l method of c r e d i t control 
has been the discount r a t e . I t s e f f i c i e n c y , however, p r e -
supposes normal condi t ions. The advance in r a t e operates 
in normal condi t ions not only to diminish the demand f o r 
c r e d i t by making ce r t a in a c t i v i t i e s unp ro f i t ab l e but as 
well i t increases the supply of c r e d i t by a t t r a c t i n g i t 
from other cen te r s or count r ies . The condi t ions t h a t make 
t h i s t r a d i t i o n a l control e f f e c t i v e do not a l l e x i s t a t the 
present time. The expansion of c red i t s e t in motion by the war 
mast be checked. Credit must be brought under e f f e c t i v e control 
and i t s f low must be regulated and governed with ca re fu l regard 
f o r the economic welfare of the country and the needs of the 
producing i ndus t r i e s . Def la t ion , however, merely f o r the sake 
of d e f l a t i o n and the speedy r e tu rn to normal, d e f l a t i o n merely 
fo r the sake of r e s to r ing s e c u r i t i e s and commodities to t h e i r 
prewar l e v e l s without regard to other a f f a i r s ,wou ld be an 
insensate proceeding in the ex i s t i ng posture of na t iona l and 
world a f f a i r s . 

"The influencesof the discount r a t e po l i cy of the Federal 
Reserve banks upon the investment market has i f anything been 
l e s s obvious than in the commercial banking f i e l d . As money 
r a t e s have increased the inf luence tending to maintain c a p i t a l 
operat ions a t comparatively low leve l have been correspondingly 
l e s sened . " 

On May 29 a f u r t h e r subs tan t i a l increase was made in the rediscount 
r a t e , t o a maximum of 7%, Comment e d i t o r i a l l y in the June, Ju ly and 
August Bu l l e t i n s was as fo l lows: 

"In view of the steady pressure f o r funds and by way of 
emphasizing the necess i ty f o r continued moderation in rediscount 
app l i ca t ions , advances not exceeding f i f t e e n days, secured by 
e l i g i b l e commercial paper, are f i xed a t the r a t e of 7 per cent , 
May 29th. 

"Seven pef cent r a t e f o r commercial paper, which has j u s t 
been e s t ab l i shed , s u b s t a n t i a l l y r e f l e c t s condi t ions in the com-
mercial loan market of t h i s country, where during the pas t month 
there has been a decided upward tendency, due to the increased 
pressure f o r commercial banking operat ions. The new r a t e s , t h e r e -
f o r e , b r i ng the rediscount charge p r a c t i c a l l y into l i n e with the 
movements of commercial r a t e s . 
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"The ques t ion c o n s t a n t l y asked w i t h i n the l a s t few months 
has been the r e l a t i o n s h i p noted between the contro l of c r e d i t , 
the a p p l i c a t i o n of h igher d i scount r a t e s , and the a c t u a l ex -
pans ion of opera t ions . On t h i s subjec t the ev idence i s s t i l l 
c o n f l i c t i n g and l a c k i n g i n c e r t a i n t y as to d e t a i l s . Die gen-
e r a l c o n c l u s i o n to be drawn i s unmistakably t o the e f f e c t t h a t 
the o p e r a t i o n of c r e d i t contro l through h igher d iscount r a t e s 
has had a marked s u c c e s s . I t i s true that during the e a r l i e r 
per iod of i t s a p p l i c a t i o n , November, December, January, and 
February, an abso lu te check to the growth of r e d i s c o u n t i n g was 
n o t e f f e c t e d . This f a c t , however, should not be i n t e r p r e t e d i n 
the l i g h t of abso lu te f i g u r e s but rather i n the l i g h t o f r e l a -
t i v e c o n d i t i o n s . " 

"Summarizing the outcome, Governor Harding expres se s the 
op in i on: 

•Further expansion of bank c r e d i t s has apparent ly been 
checked, though the volume of l oans and d i s c o u n t s of n e i t h e r 
member batiks nor Federal Beserve Banks has been m a t e r i a l l y 
reduced. 1 

"The r e s u l t i n quest ion i s be ing a t t a i n e d on ly i n p a r t through 
the d i r e c t i n f l u e n c e of h igher r a t e s of i n t e r e s t and d i scount and 
i n part through the a p p l i c a t i o n cf j u d i c i o u s methods of l i m i t i n g 
u n e s s e n t i a l and unnecessary c r e d i t s . " 

The e f f e c t of t h e s e i n c r e a s e s on the general bank r a t e was t o s t e p up 
customers' r a t e s to 7$ and open-market purchases to 8$ . The r e s u l t to 
J u l y 16 of the e f f o r t to c u r t a i l d i s count s and r e d i s c o u n t s was a s f o l l o w s : 

Total l o a n s of e i g h t hundred report ing banks i n c r e a s e d 
$1,950,OTO,OOO. 

The changes i n the loan account were as f o l l o w s : 

Loans secured by U.S. o b l i g a t i o n s decreased $61 ,000 ,000 . 
Loans secured by s tocks and bonds decreased $156 ,000 ,000 . 
A l l o ther loans increased $2 ,195 ,000 ,000 . 

and the f i g u r e s f o r September 17 show but a s l i g h t v a r i a t i o n from these 

t o t a l s . 

The r e s u l t on r e d i s c o u n t s h e l d by the Federal Reserve Batiks was t o 

i n c r e a s e the t o t a l r e d i s c o u n t s to $350,000,000> but the d i s t r i b u t i o n was 

markedly d i f f e r e n t i n that l o a n s on U.S. s e c u r i t i e s decreased $444,000,000,. 

wh i l e other r e d i s c o u n t s , p r i n c i p a l l y commercial paper, i n c r e a s e d $79 5»000,000-

I t must be borne i n mind t h a t the t r a n s a c t i o n s here r e f e r r e d to represent 

only the o p e r a t i o n s of about e i g h t hundred r e p o r t i n g member banks. On 

February 28 ,1920 , the l o a n s and d i s c o u n t s of a l l Nat ional and State banks 
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were $26 ,685 ,000 ,000 . On February 13th the l o a n s and d i scounts of the r e p o r t i n g 

banks whose f i g u r e s make up our comparison were $13 ,931 ,000 ,000 . 

I t would appear from the forego ing that the p o l i c y adopted by the Federal 

Beserve Board d id not decrease loans and d i scounts nor r e d i s c o u n t s , although 

had no r e s t r a i n t been imposed we do not know how f a r the gold reserve might have 

been impaired nor can we e s t i m a t e the ex tent to which d i s c o u n t s might have been 

increased. We do know that the operat ion of the Board's p o l i c y served to i n -

crease the average i n t e r e s t ra te on current short time borrowings by at l e a s t 

l - l / 2 % on $26 ,000 ,000 ,000 of c r e d i t , or an annual c o s t , i f the p o l i c y i s pursued, 

of $400,000,000 more than would have been the case had the general bank ra te 

and the red i scount remained a t or about the f i g u r e s of October, 1919* Perhaps 

we may r a i s e the quest ion whether the choice of another instrument of contro l 
than 

the r a i s i n g of the red i scount r a t e would n o t have been qui te a s e f f e c t i v e 

and l e s s c o s t l y . 

Stock of Money : 

I f the p o l i c y of the Federal Re serve Board did not decrease r e d i s c o u n t s 

i t must l i k e w i s e have f a i l e d t o reduce the general stock of money i n the 

United S t a t e s and the amount i n c i r c u l a t i o n . The general s tock of money in 

the United S t a t e s increased $430,000,000 from September 1 , 1919, to September ' 

1 , 1920, and the money i n c i r c u l a t i o n increased in t h e same per iod $464,000,000. 

The per c a p i t a c i r c u l a t i o n , which was $54.03 on September 1 , 1919, increased 

to $57*88, al though an e s t i m a t e of the i n c r e a s e in populat ion was a p p l i e d 

in t h i s l a s t computation# 
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Index Figures of Wholesale P r i c e s : 

I should not care to a t t r i b u t e to the p o l i c y of the Federal Reserve 

Board the r e s p o n s i b i l i t y f o r the p r i c e advances of t h i s per iod , although 

increased i n t e r e s t r a t e s would hardly br ing about p r i c e d e f l a t i o n . The 

Bureau of Labor S t a t i s t i c s submits index f i g u r e s f o r a l l commodities show-

ing a steady advance from 220 i n October to 272 in May wi th a r e c e s s i o n 

s ince May t o 262 f o r the month of July , whi le the index numbers of a l l 

commodities provided by the S t a t i s t i c a l Department of the Federal Reserve 

Board range from 212 i n October to 264 i n May with a r e c e s s i o n to 251 i n 

Ju ly , 1920. 

I t seems p e r f e c t l y obvious that n e i t h e r the money i n c i r c u l a t i o n nor 

the l oans and d i s c o u n t s could be reduced i n the f a c e of such p r i c e advances, 

which would demand l a r g e r c a p i t a l and c r e d i t to f inance the same number 

of u n i t s produced and d i s t r i b u t e d ; n e i t h e r could i t be l o g i c a l l y argued 

that the general stock of money or the volume of loans and d i scounts was 

out of range wi th the increase in p r i c e s . Taking the n a t i o n a l banks as a 

f a i r guide, the l o a n s and d i s c o u n t s doubled between December 31, 1914, and 

May, 1920, whi l e commodity p r i c e s increased from 100 to the maximum of 272 

during the same per iod . 

jiflaps and, Discounts of Reporting Batiks and of a l l Banks : 

I think I have r e f e r r e d s u f f i c i e n t l y to t h i s i tem i n the paragraph 

an the p r i c e of money. Loans on Government War o b l i g a t i o n s and on other 

stodks and bonds were decreased $217,000,000, but other l oans were increased 

$2 ,195 ,000 ,000 to cover the requirements of commerce owing t o p r i c e advances, 

and i f a l l Nat ional and S t a t e banks are cons idered, i n s t e a d of only .the 

eight hundred banks Used i n the comparisons, the t o t a l s would be g rea t ly 

increased. 
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Pr ice of U. 8. T7ar Obligat ions; . 

The if f ee t of an increased rediscount r a t e upon the outstanding 

war ob l iga t ions of the Government was f irmly in the mind of the Federal Res-

erve Board, and a s long as the Government was a l a rge borrower r a t e s were 

anchored down to low l e v e l s . Perhaps other inf luences beside the discount 

r a t e a f f e c t e d the market value of .these s e c u r i t i e s , but the g rea tes t de-

c l ines followed the r a t e changes under the Federal Reserve Board po l i cy . 

On October 10, 1919/ the market value of a l l outstanding war ob-

l i g a t i o n s was $19, *+75,000,000. Af ter the f r a c t i o n a l r a t e advances of Nov-

ember and December the market value declined to $19,251,000,000. Af ter the 

l a r g e r increases in the rediscount r a t e in January and in May, the market 

value was reduced to $17,641,000,000, while on September 1 of t h i s year 

the market value was $17,308,000,000, a t o t a l l o s s in market value from 

October, 1919* t o September,. 1920, of approximately $2,166,000,000. 

Other Bonds: z 

At the beginning of 1920 the par value of r a i l road bonds out-

standing was subs t an t i a l l y $12,$00,000,000. The market value was $9# 079/ 

000,000. On May 31 the market value approximated $8,484,000,000, a l o s s 

of $595>000,000, while on September 1 a gain was r eg i s t e r ed , probably due 

to favorable l e g i s l a t i o n , making the market value $8,631#000,000, a l o s s 

for the f u l l period of $448,000,000. 

On publ ic u t i l i t i e s s e c u r i t i e s the f i n a l f i g u r e s a r e not compiled 

but the l o s s from October, 1919, t o September, 1$20, w i l l surely exceed 

$500,000,000. 
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I n d u s t r i a l bonds have l ikewise been se r ious ly a f f e c t e d . The t o t a l s 

of t he se and the l o s s i n market value can be obtained. Su f f i ce i t t o say 

t h a t , a s an i n d i c a t i o n i n market value , four of the most s t ap le i n d u s t r i a l 

bond i s s u e s l o s t from October 10, 1919# t o September, 1920, 5-1 /2 p o i n t s . 

No e f f o r t has been na.de t o compute the l o s s i n market value of the 

great volume of municipal boiids outs tanding, but t h i s w i l l probably closely 

p a r a l l e l the l o s s sus ta ined i n the Government's war ob l iga t ions and produce 

a t o t a l shrinkage i n market values i n excess of $5* 000>000,000. Of course, 

t h i s i s not a l l a l o s s , f o r t he market values w i l l be r e s to r ed wi th im-

proved condi t ions and a s the prospect f o r lower r a t e s becomes assured , but 

the l o s s t o i nd iv idua l s and corpora t ions can be measured by the t r ansac t ions 

i n these i s s u e s and w i l l , i f computed, show s u r p r i s i n g f i g u r e s . Here agpiin 

I r a i s e the ques t ion whether the choice of some o ther instrument than the 

l a r g e increase i n the rediscount r a t e might not have been a s e f f e c t i v e in 

r e s t r a i n i n g and much l e s s cos t ly . 

S e c u r i t i e s Issued; 

Bond, stock and note i s sues during the per iod under cons idera t ion 

must a l s o be considered i n c a l c u l a t i n g the r e s u l t s of t he Federal Reserve 

Beard ' s p o l i c y . From January t o August inc lus ive , 1919, new i s s u e s amounted 

t o $1,850,000.000. From January t o August i nc lu s ive , 1920, new i s sues 

amounted to $2,444,000,000, These f i g u r e s would not i n d i c a t e t h a t the 

po l icy of t h e Federal Reserve Board had grea t ly r e s t r a i n e d the issuance of 

s e c u r i t i e s , but the a d d i t i o n to the overhead cos t s a r i s i n g from a g rea t ly 

increased i n t e r e s t r a t e w i l l be presen t f o r some years and c o n s t i t u t e a 

tax upon t h e pub l i c which, i n the l a s t ana ly s i s , must assume the burden, 

We have been cons ider ing up to t h i s poin t only s e c u r i t i e s bought and 

sold on the exchanges, bu t re fe rence must be made t o t h a t grea t mass of 
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other loans , including r ea l e s t a t e loans, the market value of which has 

been a f f e c t e d and t o the cost of new or refunding f inancing grea t ly i n -

creased by the general i n t e r e s t l e v e l . Cotild another instrument than, 

a r ad i ca l increase i n the rediscount r a t e have been chosen? 

Section 5202 of the Revised S ta tu tes provides t h a t 

"No na t iona l banking as soc ia t ion shal l a t any time be 
indebted, or i n any way l i a b l e , t o an amount exceeding the 
amount of i t s c ap i t a l stock a t such time ac tua l ly paid i n 
and remaining undiminished by l o s s e s or otherwise, except 
on account of demands of the nature fol lowing: 

Notes of c i r c u l a t i o n . 

Moneys deposited with or col lected by the 
a s soc i a t ion . 

B i l l s of exchange or d r a f t s drawn aga ins t money 
ac tua l ly on deposit to the c red i t of the 
assoc ia t ion , or due there to . 

L i a b i l i t i e s to the stockholders of the a s s o c i a t i o n 
or dividends and reserve p r o f i t s . " 

In September, 1916, t h i s sect ion was amended t o make poss ib le 

f u r t h e r expansion of l i a b i l i t i e s incurred under the provis ions of the 

Federal Reserve Act. 

In the March Bu l l e t in the Governor of the Federal Reserve Bank i s 

reported a s follows:. 

"Although there a re no s p e c i f i c l i m i t a t i o n s imposed upon the 

amount of borrowings by member banks a t the Federal Reserve banks, 

the re i s a p o t e n t i a l l i m i t a t i o n provided f o r i n the Act. In tha t 

pa r t of sec t ion 4 which r e l a t e s t o the du t i e s of the board of 

d i r e c t o r s of a Federal Reserve Bank there i s the fol lowing: 

'Said board sha l l adminis ter the a f f a i r s of said bank f a i r l y 
and impar t i a l ly and without d iscr iminat ion i n favor of or 
aga ins t any member bank or banks and s h a l l , subject to the 
p rov is ions of law and the orders of the Federal Reserve Board, 
extend t o each member bank such discounts , advancements,and 
accomodat ions a s may be sa fe ly and reasonably 'made with due 
regard f o r the claims of other member banks ' . Digitized for FRASER 
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"Therefore, i t i s p o s s i b l e t o determine t h e o r e t i c a l l y what 

a f a i r l i n e of accommodation f o r any member bank would be; that i s , 

what amount of accommodation can be granted 1 s a f e l y and reasonably 

wi th due regard f o r the claims of other member banks 1 . 

"Any attempt, however, t o contro l cred i t by t h e a p p l i c a t i o n 

of t h i s ru l e i s subject t o s e r i o u s admin i s t ra t ive d i f f i c u l t i e s . 

If t h e paper o f f e r e d i s e l i g i b l e arid good, i t would be b e t t e r f o r 

a r e s e r v e bank t o grant accommodation a t a p r i c e rather than t o 

r e f u s e i t e n t i r e l y , but t h e a c t , subd iv i s ion (d) , s e c t i o n 14, pro-

v i d e s t h a t a Federal Reserve Bank s h a l l have power t o e s t a b l i s h 

from time t o t ime, subjec t t o review and determinat ion of the 

Federal Reserve Board, r a t e s of discount t o be charged by the 

Federal Reserve Bank f o r each c l a s s of paper, which s h a l l be f i x e d 

wi th a view of accommodating commerce and b u s i n e s s . There i s no 

a u t h o r i t y , however, f o r e s t a b l i s h i n g graduated r a t e s based upon 

the t o t a l borrowings of a member bank, and consequently when i t 

becomes necessary t o advance the d iscount rate i n order t o curb 

demands of those banks red i scount ing wi th the Federal Reserve Banks 

i n very l a r g e amounts the same rate would have t o apply t o t h e 

moderate requirements of other member banks who nay rediscount wi th 

the Federal Reserve Banks in frequent ly and rover e x c e s s i v e l y . Thus 

a p p l i c a t i o n of r a t e advances a s a c o r r e c t i v e or de terrent t o c e r t a i n 

banks tends t o r a i s e the l e v e l of current r a t e s t o a l l . 

"The Board, t h e r e f o r e , recommends t o Congress t h a t an a d d i t i o n a l 

power be granted i t , by adding t o subd iv i s ion ( d ) , s e c t i o n 14, 

a p r o v i s o that each Federal Reserve Bank may, w i t h the approval of 
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the Federal Reserve Board, determine by uniform r u l e , a p p l i c a b l e 

t o a l l i t s member banks a l i k e , the normal maximum rediscount 

l i n e of each member bank and that i t may submit f o r the review 

and determinat ion of the Federal Reserve Beard graduated r a t e s 

on an ascend ing s c a l e t o apply equal ly and ra tab ly to a l l i t s 

member banks r e d i s c o u n t i n g amounts i n e x c e s s of t h e normal l i n e 

so determined. In t h i s way, i n the opinion of the Board, i t would 

be p o s s i b l e t o reduce e x c e s s i v e borrowings of member banks and t o 

induce them t o hold t h e i r own l a r g e borrowers i n check without 

r a i s i n g the b a s i c r a t e . The Federal Reserve Banks would thus be 

provided wi th an e f f e c t i v e method of d e a l i n g w i th c r e d i t expansion 

more near ly a t t h e source than i s now p r a c t i c a b l e and without 

unnecessary hardship to banks and borrowers who are conducting 

t h e i r a f f a i r s w i t h i n the bounds of moderation. 

"Congress on Apri l 3 f i n a l l y completed i t s work upon the 

Phslan b i l l which had been recommended by the Board, and the 

Pres ident on Apri l 13 s igned the measure, thus making i t law. 

The Act a s now on the s t a t u t e books fur ther extends the Beard's 

power i n connect ion wi th the approving of discount r a t e s by pro-

v i d i n g t h a t these rates *subject t o the approval , review, and 

determinat ion of the Federal Reserve Board, may be graduated or 

progressed on the b a s i s of the amount of the advances and d i s -

count accommodations extended by the Federal Reserve Bank t o the 

borrowing bank' . The new p r o v i s i o n i s thus permiss ive and not 

mandatory, i t s purpose being t h a t of au thor i z ing Federal Reserve 

Banks w i t h the approval of the Board t o e s t a b l i s h a ' l i n e of c r e d i t 1 

or d iscount accommodation f o r each member bank, s u b j e c t i n g those 
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which p a s s beyond t h i s l i m i t i n t h e i r a p p l i c a t i o n s t o a pro-

g r e s s i v e l y growihg rate designed t o r e p r e s s the undue e n l a r g e -

ment of such a p p l i c a t i o n s . " 

From the August B u l l e t i n we take the f o l l o w i n g : 

"Under the terms of t h e Phelan Act adopted by Congress 

on Apri l 13, 1920, p r o v i s i o n was made f o r the a p p l i c a t i o n of 

graduated r a t e s of red iscount , r i s i n g from a base ra te t o be 

e s t a b l i s h e d a t the opt ion of the board of d i r e c t o r s of the 

Federal Reserve Bank, according a s the a p p l i c a t i o n s f o r r e -

d iscount f i l e d by member banks exceeded a s p e c i f i e d or base 

l i n e t o which the normal or b a s i c discount ra te was a p p l i c a b l e . 

S ince the adopt ion of t h e Phelan Act the new plan has been put 

i n t o e f f e c t by four Federal Reserve Banks. The b a s i c l i n e which 

has been adopted by the At lanta , S t . Louis , and Kansas City banks 

i s two and one-half t imes a sum equal t o 65 per cent of the 

member bank's average reserve balance p l u s i t s p a i d - i n s u b s c r i p -

t i o n t o the c a p i t a l s tock of the Federal Reserve Bank, both c a l -

cu lated over a f i x e d per iod e i t h e r preceding or i d e n t i c a l wi th 

the per iod t o which the b a s i c l i n e a p p l i e s . For the D a l l a s 

d i s t r i c t , however, a b a s i c discount l i n e was adopted equal t o 

the p a i d - i n c a p i t a l and surplus of the member bank. At lanta 

and S t . Louis apply the normal ra te , i , e . , the general e f f e c t i v e 

ra te t o a l l o f f e r i n g s f o r rediscount and apply a p r o g r e s s i v e 

• s u p e r - r a t e ' a t the end of the reserve computation per iod t o the 

average borrowings i n e x c e s s of the b a s i c l i n e , wh i l e Kansas City 

and D a l l a s impose the ' s u p e r - r a t e ' upon such part of the current 
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o f f e r i n g s a s may, t o g e t h e r wi th outs tanding borrowings, be 

i n e x c e s s of the b a s i c l i n e . As a s c a l e o i r a t e s , a l l four 

banks have adopted an increase of one-half of 1 p s r cent 

f o r anyth ing up t o 25 per cant i n exces s of the b a s i c 

l i n e , w i t h 1 per cent f o r the second 25 per cent e x c e s s , 

and so on upward. Exceptions to t h i s progres s ive rate 

p l a n were genera l ly made i n case of member bank c o l l a t e r a l 

n o t e s secured by Government o b l i g a t i o n s , a l though some 

v a r i a t i o n i n method of making except ions has been 

introduced i n the four banks where the p lan has been 

i n e f f e c t . As i l l u s t r a t i v e of the working of the p lan 

a concrete example nay be c i t e d . A bank with a normal 

l i n e of $100,000 and borrowings of $200,000 would be 

charged an excess , or super-rate of one-half of 1 per 

cent on $25,000, 1 psr cent on an equal amount, a 1 - 1 / 2 

per cent on a l i k e amount, and 2 per cent on the f i n a l 

$25 ,000 . A l l paper under discount on the date the 

p r o g r e s s i v e r a t e s became e f f e c t i v e was exempted from 

the a p p l i c a t i o n of the super-rate , a l though counted a s 

part of the general c r e d i t s tructure i n determining the 

s c a l e of s u p e r - r a t e s a p p l i c a b l e t o new l o a n s or to 

renewals . The working of the p l a n i s of cons iderable 

i n t e r e s t because of • the f a c t t h a t i t has not been app l i ed 

to a l l d i s t r i c t s , w h i l e there has been d i f f e r e n c e of op in ion 

a s t o the t h e o r e t i c a l advantages of i t . " 
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This r e c i t a l i s not made f o r the purpose of fau l t—f ind ing . Water once over 

the dam cannot be brought back. Disadvantages s u f f e r e d or l o s s e s sus ta ined 

through the p o l i c y adopted by the Board cannot be recovered. 

The cpiestion would appear to be whether another instrument than a r a d i c a l 

increase of the rediscount r a t e could have been chosen that would, have e f f e c t -

i v e l y appl ied needed r e s t r a i n t s and proved l e s s c o s t l y t o the commerce of the 

country. 

I t i s ev ident that the Governor of the Federal Beserve Board b e l i e v e d that 

the boards of the Federal Reserve banks had the power t o l i m i t r e d i s c o u n t s , but 

they did not see f i t t o e x e r c i s e i t , probably because the power was permiss ive 

only and un i formi ty of a c t i o n was d i f f i c u l t to secure . 

When the r a i s e i n the discount r a t e i n November and December d id not produce 

the des i red r e s u l t s , some other expedient could have been t r i e d , but again the 

prov i s ions of the law were not mandatory and even the p r o v i s i o n s of the Phelan 

Act l e f t i t t o the d i s c r e t i o n of the boards of the Federal Reserve banks to adopt 

a b a s i c l i m i t of red i scounts and a progress ive ra te f o r the e x c e s s of such l i m i t s . 

So long as the power to s e t l i m i t a t i o n s and t o impose e i t h e r the maximum 

r a t e approved by the Federal Reserve Board or the p r o g r e s s i v e r a t e of the Phelan 

Act i s o p t i o n a l , there w i l l cont inue to be a measure of u n c e r t a i n t y and lack of 

cohes ive and uniform a c t i o n among the Federal Reserve banks. 

A c e r t a i n measure of f l e x i b i l i t y must be r e t a i n e d , f o r the demands upon the 

Regional Banks d i f f e r m a t e r i a l l y , but more uni formity can be had without des troy-

ing the f l e x i b i l i t y . 

( l ) The Chamber of Commerce of the United S t a t e s could suggest to the Federal 

Reserve Board a r e s t o r a t i o n of the red i scount r a t e to a l e v e l which a l l of the 

Regional Banks could adopt wi thout impairing the f l e x i b i l i t y of t h e i r own a c t i o n 

or make f o r d i s c r i m i n a t i o n as between the member banks. 
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Acting under the p r o v i s i o n s of the Phelan A c t a b a s i c l i m i t a t i o n of 

red i scounts could be s e t f o r a l l member banks. 

Rediscount p r i v i l e g e s required i n e x c e s s of t h i s l i m i t a t i o n could be 

granted by the boards of the Regional Banks upon a p p l i c a t i o n and a t a r a t e 

i n keeping with the e s s e n t i a l character of the e x c e s s requirements and the 

need to maintain the l e g i t i m a t e commercial operat ions of the Region. 

(2 ) When next opportunity o f f e r s , there could be proposed an 

amendment to the law that the b a s i c l i m i t a t i o n be f i x e d as a mandatory p r o v i s i o n . 
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EX OFFICIO MHMBKR8 W. P. 0. HARDING, GOVERNOR 

" "" ALBERT STRAUSS, VICE GOVERNOR 
DAVID F. HOUSTON ADOLPH C. MILLER 

SECRETARY OF THE TREASURY CHARLES S. HAMLIN 

,,HN,K:LToZ%, FEDERAL RESERVE BOARD HENnVA'"°—HPAH 
COMPTROLLER OF THE CURRENCY W . T. C H A P M A N . SECRETARY 

V R- E M E R S O N , ASSISTANT SECRETARY 

F E D E R A L R E S E R V E B O A R D WASHINGTON w . • . m U Y . n , o « t A . „ T 

October lU,1920. 
X-9025 

Subject: Regulat ions , S e r i e s of 1920. 

Dear S i r : 

Enclosed herewith are two con ie s of the Federal Reserve 
Board's r e g u l a t i o n s , S e r i e s of 1920. These r e g u l a t i o n s become 
e f f e c t i v e October 25, 1920, and are for r e l e a s e for the p r e s s 
upon t h a t d a t e . 

I t was at f i r s t arranged that the Federal Reserve Bank 
of New York should p r i n t the large number of these r e g u l a t i o n s 
necessary t o supply a l l Federal Reserve Banks, and accordingly 
on October 1 s t the Federal Reserve Bank of New York te legraphed 
the other Federal Reserve Banks asking f o r information as to how 
many copies would be required by each Federal Reserve Bank respec* 
t i v e l y . Since that time the Board has arranged t o have the Govern-
ment P r i n t i n g O f f i c e p r i n t a s u f f i c i e n t l y l arge number to supply 
a l l Federal Reserve Barks and the f u l l number of cop ies ordered by 
each Federal Reserve Bank from the Federal Reserve Bank of New York 
w i l l be shipped by the Federal Reserve Board within a few days. 

Very t r u l y yours . 

Enclosure. 

Governor. 

To Governors and Agents of a l l F.R. B-mks 
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E X O F F I C I O M E M B E R S 

DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 
FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

935 
W. P . G . H A R D I N G , GOVERNOR 
A D O L P H C. MILLER 
C H A R L E S S . HAMLIN 
H E N R Y A. M O E H L E N P A H 
E D M U N D PL ATT 

W . T. C H A P M A N , SECRETARY 
R. G . E M E R S O N , ASSISTANT SECRETARY 
W . M. IMLAY, FISCAL AGENT 

October 12, 1920. 

X2026 

Dear S i r : 

I have rece ived a l e t t e r dated. September 27, I920, from 
A s s i s t a n t Sec re ta ry of the Treasury Gi lbe r t , with regard t o the 
recommendations which the S e c r e t a r y ' s Committee en the Revision of 
Currency Designs has submitted con6eming tii6 legends to appear h e r e -
a f t e r upon the f a c e of Federal Reserve no te s aild N a t i d i a l Bank no tes 
and Federal Reserve Bank no tes in l i e u of those which a t p r e s e n t 
appear on the backs t h e r e o f . 

The S e c r e t a r y ' s Committee contemplates a p l a n which w i l l 
p rovide f o r uni form backs f o r each denomination of paper currency 
i s sued by or under the auspices of the Secre ta ry of the Treasury, 
i r r e s p e c t i v e of the c h a r a c t e r of the i s s u e . To accomplish t h i s the 
legends now appear ing on the backs of the var ious i s s u e s Bust be 
t r a n s f e r r e d to the f a c e s and as the space a v a i l a b l e on the f a c e s 
i s somewhat r e s t r i c t e d the Committee b e l i e v e s t h a t the legends 
should be shortened i f p o s s i b l e . A s s i s t a n t Sec re t a ry G i lbe r t has 
r eques ted t he views of the Federal Reserve Board and the Federa l 
Reserve Banks r ega rd ing the r e v i s i o n s suggested by the Committee. 
The views of the Comptroller of the Currency have a l so been r eques t ed . 

While i t i s evident t h a t b r e v i t y of phraseology i s neces -
sary,- i t seems t o the Board qu i t e e s s e n t i a l t h a t the phraseology of 
the Acts of Congress involved should be fol lowed wherever p o s s i b l e , 
u n l e s s the n e c e s s i t y f o r b r e v i t y p r e v e n t s . 

With r e s p e c t to Federal Reserve n o t e s the fo l lowing legend 
now appears on the backs t h e r e o f : 

This no te i s r ece ivab le by a l l Nat ional and Member 
Banks and Federal Reserve Banks and f o r a l l Taxes, 
customs and o the r p u b l i c dues; i t i s redeemable i n 
gold on demand a t the Treasury Department df the 
United S t a t e s in t he Ci ty of Washington, D i s t r i c t 
of Columbia, or in. gold or l awfu l money a t any Fed-
e r a l Reserve Bank. 

The Committee recommends i n l i e u thereof the fo l lowing : 

This no te i s rece ivab le by the Government f o r a l l 
p u b l i c dues and by a l l Federal Reserve Barks and 
Member Barks on a l l accounts; i t i s redeemable i n 
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gold on demrjad a t the Treasury Department in 
Washington or in gold or lawful money a t any 
Federal Reserve Batik. 

I t w i l l be noted tha t the present legend fol lows almost 
word f o r word the provis ions of Section 16 of the Federal Be serve 
Act au thor iz ing the issuance of these notes . The legend proposed 
hy the Sec re t a ry ' s Committee shortens the second clause and r e -
words the f i r s t c lause . The f i r s t clause reworded does not reduce 
the space. I t would seem therefore tha t the o r i g i n a l wording of 
t h i s clause should be continued since i t follows the wording of 
the Act of Congress* The secdnd clause i s p r a c t i c a l l y i den t i ca l 
except f o r the omission of c e r t a i n i r r e l e v a n t words and appears 
s a t i s f a c t o r y . 

The Board, there fore , suggest*" the fol lowing legend: 

This note i s receivable by a l l National and 
Member Banks and Federal Heserve Banks and f o r 
a l l taxes, customs and other pub l ic dues; i t i s 
redeemable in gold on demand by the Treasury 
Department in Washington or i n gold or lawful 
money a t any Federal Reserve Bank. 

With respect to National Bank notes and Federal Reserve 
Bank notes the fol lowing i s the present legend as i t appears on 
the back: 

This note i s receivable a t par in a l l p a r t s of the 
United Sta tes in payment of a l l taxes and excises 
and a l l other dues to the United S ta tes except 
d u t i e s on imports and a lso f o r a l l s a l a r i e s and 
o ther debts and demands owing by the United S ta tes 
to ind iv idua l s , corporat ions and assoc ia t ions wi th-
in the United S ta tes except i n t e r e s t on the publ ic 
debt . 

In l i e u thereof the Committee recommends the fol lowing: 

This note i s rece ivable by the Government f o r a l l 
publ ic dues except du t i e s on imports, and when so 
rece ived may be paid on any account except i n t e r e s t 
on the publ ic debt and fo r the redemption of the 
National Currency. 

Section 18 of the Federal Reserve Act provides t h a t Fed-
e r a l Reserve Bank no t e s shal l be of the same tenor and e f f e c t as 
National Bank no te s . Section $182 of the Revised S ta tu tes as amende 
January 13, 1920, makes provis ion f o r the terms and condi t ions of 
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such bank no tes . The present legend follows the phraseology of t h i s 
sec t ion with minor exceptions. I t i s evident that t h i s phraseology-
i s need les s ly voluminous and as b r e v i t y 1 s e s s e n t i a l i t i s -necessary 
to reduce i t s l eng th . The Board has ce r t a in objec t ions , however, 
t o the legend as proposed by the Committee, In order to comply with 
the provis ions of the Act of Congress in so f a r as poss ib le , i t seems 
advisable tha t the l a s t clause should read "in redemption o f " ins tead of 
of " fo r redemption o f " . Furthermore, there seems to be no neces s i t y 
f o r the i n s e r t i o n of the ,c lause "when so received". Section 5182 
n e i t h e r expressly nor by inference l i m i t s the r i g h t of the United 
S ta tes to use National Bank notes to pay obl iga t ions due to individ-
u a l s only when such notes have been received i n payment f o r pub l i c 
dues, e t c . The Board recommends the re fore , t ha t the clause "when so 
rece ived" be omitted and that the phrase "by the Government" be i n -
se r ted a f t e r the word "paid". 

The Board the re fo re suggests tha t the new legend be as fo l lows; 

This note i s receivable by the Government f o r a l l 
pub l i c dues except du t i e s on imports, and may be 
pa id by the Government on any account except i n t e r -
e s t on the publ ic debt and in redemption of the 
National Currency. 

Very t r u ly yours, 

Governor. 

To the Governors and Federal He serve Agents 
of a l l Federal Beserve Banks, to be submitted 
a t the Governors* Conference to be he ld in 
Washington on October 13, 1920. 

i 
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X-2027 

To Federal Reserve Board Sept. 25, lg20. 
From M. B. Angell, Ass i s tan t Counsel. 

SUBJECT: Cons t i t u t i ona l i t y of proposed 
amendment to Oregon Cons t i tu t ion 
f i x i n g 5$ a s maximum r a t e of i n t e r e s t . 

The opinion of t h i s o f f i c e has been requested a s to whether the 
proposed modif ica t ions i n the Const i tu t ion of the S ta te of Oregon f i x i n g 
5$ as the maximum r a t e of i n t e r e s t and discount which any bank located 
i n Oregon nay rece ive , w i l l , if enacted, control and l i m i t the r a t e s of 
i n t e r e s t and discount which the Portland Branch of t h e Federal Reserve 
Bank of San Francisco npy charge. This o f f i c e i s of t he opinion tha t the 
Cons t i tu t ion of Oregon can not so l i m i t such r a t e s ; t h a t the loan and d i s -
count opera t ions of Federal Reserve Banks and t h e i r Branches a re not sub-
j e c t to S ta te usury laws; and t h a t the f i x a t i o n of i n t e r e s t and discount 
r a t e s r e s t s exclusively wi th the Federal Reserve Banks subject t o the 
review and determination of the Federal Reserve Board. 

The Federal Reserve System i s a na t iona l banking system created 
by Vir iue of an Act of Congress, the twelve Federal Reserve Banks and 
t h e i r Branches a r e c rea tu res of the Federal Government. I t can not now 
be questioned t h a t Congress has the power to c rea te such a na t iona l bank-
ing system, and t o endow i t with such powers and func t ions as a r e necessary 
t o enable i t to e f f e c t i t s ob j ec t s . MCOulloch v. Maryland. 4 Wheat, 315# 
Osborne v. U. S. Bank. 9 T3heat., 738; Central National Bank v . P r a t t . 115 
Bass. 539; 15 Am. Rep. 138. Congress having created the Federal Reserve 
System i n the execut ion of i t s undoubted Const i tu t ional au tho r i t y , and 
having clothed the Federal Reserve Banks organized thereunder with c e r t a i n 
powers, among o thers , the power t o e s t a b l i s h r a t e s of i n t e r e s t and of d i s -
count "subject to the review and determination of the Federal Reserve Beard", 
any at tempt on the p a r t of the State of Oregon t o l im i t such r a t e s r a i s e s 
a question of c o n s t i t u t i o n a l law r a the r than the law of con t rac t . 

So f a r a s t h i s o f f i c e i s aware there a r e no d i r ec t dec is ions a s 
to whether the Federal Reserve Banks a r e subject to the usury laws of a 
S t a t e . There a re , however, a number of cases i n which i t has been held tha t 
S ta te laws a t tempt ing to control and regula te the operat ions of rati oral 
banks a r e uncons t i t u t i ona l . Certain of these cases involve the a p p l i c a t i o n 
of Sta te usury laws t o nat ional banks. An a n a l y s i s of some of these cases 
w i l l perhaps a s s i s t i n a convincing so lu t ion of the quest ion a t i s sue . 

I t i s well e s t ab l i shed t h a t in view of the p rov i s ions of the 
National Bank Act the S ta t e usury laws have no app l i ca t ion t o na t iona l barks 
except i n so f a r as Congress has express ly made them app l i cab le . Farmers & 
Merchants National Bank v . P e e r i n g 5 1 2g; Central National Barilr v. 
Pratt, supra; Firs,t Naticanal Bank v . Garlinehaus. 22 Ohio St . 429. This 
p r inc ip l e has r e c e n t l y been af f i rmed i n Evans v. Nati onal Bank of Savannah. 
251 U.S. 108, decided December 8, 1919* Section 5197 of the Revised S ta tu tes 
provides i n e f f e c t t h a t a na t iona l baiik may charge i n t e r e s t on any loan or 
discount a t the r a t e allowed by the laws of the S ta te in which the bank i s 
loca ted and t h a t where no r a t e i s f i x e d by the S ta te law a na t iona l bark 
may charge a r a t e not exceeding 7$* Section p r e s c r i b e s the p e n a l t i e s 
f d r the charging of a g rea te r r a t e of i n t e r e s t than t h a t allowed in the 
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preceding sec t ion . Under these provis ions i t i s held tha t the Sta te laws 
a re re levant only to determine the ra te of i n t e r e s t . Beyond t h a t the 
S ta te laws have no bearing-

I# formers 4 Melrchants National Bank v. Peering, supra, i t ap -
peared t h a t the Court oi Appeal's of New York had held a s a n a t t e r of con-
s t ruc t i on , t h a t the p e n a l t i e s prescr ibed i n the I fe t iora l Bank Act were 
inappl icable where the State law f ixed the aaximum r a t e , and t h a t a nat ional 
bank which had exceeded t h a t ra te was subject to the p e n a l t i e s prescr ibed by 
the State law. On appeal , the Supreme Court of the United S ta t e s reversed 
the decis ion of the New York Court on both poin ts , saying t h a t the Court 
below was i n er ror i n i t s construct ion of the National Bank Act, and t h a t 
even under the cons t ruc t ion which i t gave t o i t , the Sta te law could not 
aPP^y# since the Federal au thor i ty was paramount and exclusive, While the 
expression of the Court would seem t o sus ta in the p r inc ip l e t ha t the usury 
laws of a State a r e not appl icab le t o a nat ional bank even though Congress 
i s s i l e n t as to the maximum r a t e which a ra t iona l bank may charge, the ac tua l 
decis ion i n the case only goes to the extent of holding t h a t where Congress 
has prescr ibed a maximum r a t e , i t s ac t ion i s cons t i tu t iona l , and any con-
f l i c t i n g l e g i s l a t i o n on the par t of the State i s void i n so f a r a s the 
nat ional agent i s concerned. The expression of the cour t , however, con-
s t i t u t e s a strong dictum to &he e f f e c t t ha t the State usury laws can not 
control na t ional banks, and a f o r t i o r i can not control Federal Reserve Banks. 

The Supreme Court r e i t e r a t e d i t s decis ion i n the Deering case i n 
Davis v. E la i ra Savings Bank. l 6 l V. S. 275- In t h i s case i t appeared t ha t , 
by v i r tue of a law of the State of New York, savings banks having deposi ts 
i n any bank i n New York which went insolvent obtained a p r i o r claim upon the 
a s s e t s of the insolvent bank. Under the provis ions of the National Bank Act, 
however, the rece iver of a na t ional bank was required to pay a l l claims 
ratably.. A na t iona l bank located in New York went insolvent, having i n i t s 
possession deposi ts of a savings bank. The Court of Appeals of New York 
held tha t the law of New York was cont ro l l ing . On appeal, however, the 
Supreme Court reversed i t s decis ion and held tha t a s the two s t a t u t e s covered 
the same subjec t -mat te r , the State s t a tu t e must give way. The Court said i n 
p a r t : (p. 2$3) 

"The quest ion which the record presents i s , does the law of the 
State of New York on which the Savings Bank r e l i e s c o n f l i c t with the law 
of the United S ta t e s upon which the Comptroller of the Currency r e s t s to 
sus t a in h i s r e f u s a l ? If there be no c o n f l i c t , the two laws can co-exis t 

••-.'•-.acd be harmoniously enforced, but if the c o n f l i c t a r i s e s , the law of New 
York i s from the nature of th ings inoperat ive and void a s aga ins t the 
dominant au thor i ty of the Federal S t a t u t e . " 

In c e r t a i n other casss, the Supreme Court appears t o have pro-
ceeded upon a s l i g h t l y d i f f e r e n t theory i n holding the Sta te law uncons t i -
t u t i o n a l . In the ear ly caso of McCulloch v. Maryland, supra, i t was decided 
t h a t a S ta te s t a t u t e tax ing -ihe operat ions of a branch bank of the t&tional 
Bank of the United S ta t e s was uncons t i tu t iona l and void, since 
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i t imposed a burden upon and i n t e r f e r e d with the operat ion of an instrumen-
t a l i t y of the National Government. I t w i l l be noted t h a t i n t h i s case the 
provis ion of the Act of Congress incorpora t ing the bank did not expressly 
c o n f l i c t with the Sta te law which was held uncons t i t u t iona l . The Court sai£, 
i n p a r t : (p. 435) 

"The Court has bestowed on t h i s subject i t s most de l ibe ra te 
considera t ion . The r e s u l t i s a conviction t h a t the s t a t e s have no 
power., by t axa t ion or otherwise, to r e t a rd , impede, burden, or i n any 
manner control , the operat ions of the cons t i tu t iona l laws enacted by 
dongress to carry in to execution the powers vested i n the general govern-
ment. This i s , we think the unavoidable consequence of t h a t supremacy 
which the cons t i t u t i on has declared," 

The case of Easton v. Iowa. 188 U. S. 220, proceeded upon the 
same reasoning. An Iowa s t a t u t e prohibi ted the o f f i c e r of an insolvent 
bank from accept ing deposi ts a f t e r the insolvency of the bank and with, knowl-
edge of such insolvency. The defendant Easton, an o f f i c e r of a na t iona l bank 
located i n Iowa, accepted a deposit knowing that the bank was inso lven t , and 
the Supreme Court of Iowa sustained a conviction under the Iowa s t a t u t e . On 
appeal to the Supreme Court of the United Sta tes , t h i s decis ion was reversed 
on the ground tha t the Iowa s t a t u t e , when applied to na t iona l banks, i n t e r -
fered with t h e i r operat ion and was i n f a c t i n c o n f l i c t with the purpose of 
the National l e g i s l a t i o n . The Court said in par t r e l a t i v e to the na t iona l 
bank l e g i s l a t i o n : (pp. 229, 230) 

•'That l e g i s l a t i o n has i n view the e rec t ion of a system extending 
throughout the country and independent so f i r a s powers conferred a re con-
cerned, of S ta te l e g i s l a t i o n which if permitted to be app l i cab le might 
impose l i m i t a t i o n s and r e s t r i c t i o n s as various and a s numerous a s the 
S ta tes" c i t i n g McCulloch v. Maryland, supra, and Osborne v. U. S. Bank, 
supra. * * * * * * 

"Such being the nature of these r a t iona l i n s t i t u t i o n s i t must 
be obvious tha t t h e i r operat ions can not be l imi ted or control led by 
State l e g i s l a t i o n . " 

There i s s t i l l another p r inc ip l e which the Supreme Court of the 
United S ta tes has enunciated and which bears.upon the question a t i s sue . 
Although a State law may not d i r e c t l y con f l i c t with the provis ions of an 
Act of Congress, i f from the subjec t -mat ter involved and the extent of the 
Federal l e g i s l a t i o n i t i s evident t h a t Congress intended tha t there should 
be no f u r t h e r l e g i s l a t i o n on the subjec t -mat ter , i t i s not competent f o r 
a S ta te to supplement the provis ions of the Federal s t a t u t e , Houston v. 
Moore, 5 Wheat. 1, 21-22; Prigg v.Pennsylvania. 16 Pe t e r s , 536-618. 
In the l a t t e r case the Court sa id : (p. 6l8) 

"Where congress have exercised a power over a p a r t i c u l a r subject 
given them by the cons t i t u t i on , i t i s not competent f o r S ta te l e g i s l a t i o n 
to add to the p rov is ions of Congress upon tha t sub jec t ; f o r 
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t h a t the w i l l of Congress upon the whSle sub jec t i s as c l e a r l y es tabl ished 
"by what i t has not dec la red , as "by what i t has expressed." 

Oa the o ther hand, i t cannot "be denied t h a t a n a t i o n a l i n s t r u -
men ta l i t y , such as a n a t i o n a l bank or a Federal Reserve Bank, i s subjec t 
to a c e r t a i n extent t o the j u r i s d i c t i o n of the S ta t e i n which i t i s 
l oca t ed . I t s ordinary con t rac t s are governed and construed by the State 
law. The acqu i s i t i on and t r a n s f e r of i t s proper ty are based on State lay;. 
S ta te f i r e lavs and cons t ruc t ion laws apply to i t as wel l as to any other 
corporat ion located 'within the S t a t e . As was sa id i n National Bank v . 
Commonwealth. 76 U.S. 353, 36I: 

" I t c e r t a i n l y cannot be maintained tha t banks or other 
corporat ions or i n s t rumen ta l i t i e s of the government are to be 
jyhplly withdrawn from the operat ion of State l e g i s l a t i o n . " 

* * * * * * * * * * * * * * * * * 
"The agencies of the Federal government are only exempted 

from State l e g i s l a t i o n so f a r as t h a t l e g i s l a t i o n may i n t e r f e r e 
wi th , or impair t h e i r e f f i c i e n c y in performing the func t ions 
by which they are designed to serve tha t government." 

I t was a l so sa id in Davis v . B l a i r a. Savings Baqk« Supra, i n 
speaking of na t i ona l banks -

" I t i s c e r t a i n , t h a t in so f a r as not repugnant to ac ts of 
Congress, the con t rac t s and deal ings of n a t i o n a l banks are l e f t 
sub jec t to the s t a t e law." 

In view of the divergent opinions expressed i n the foregoing 
and other cases , i t i s perhaps d i f f i c u l t p r e c i s e l y to determine the l i n e 
of demarcation between the j u r i s d i c t i o n of the S ta te and tha t of the 
Ttederal Government in such ceses . A close analys is of those cases , how-
ever , and of the expressions of the Court there in seem to e s t a b l i s h the 
fol lowing p r i n c i p l e : Where Congress in the exerc ise of i t s c o n s t i t u t i o n a l 
au thor i ty has crea ted an ins t rumenta l i ty , such as a system of na t iona l 
banks, f o r the purpose of carrying i n t o execution the c o n s t i t u t i o n a l 
powers of the National Government, a State law which, in the absence of 
express permission by Congress, at tempts to control or regulate the 
operat ions of the Federal agency, i s uncons t i tu t iona l and void i n so f a r 
a s the na t iona l agency i s concerned , ( l ) if the State law i s sub-
s t a n t i a l l y in c o n f l i c t with or repugnant to some express provis ion of 
the Federal l e g i s l a t i o n c r e a t i n g the ins t rumenta l i ty ; or (2) i f the 
State law imposes a burden upon or impairs the e f f e c t i v e execution of 
those operat ions which are necessary and proper f o r the e f f i c i e n t 
execution of the n a t i o n a l purpose f o r which the ins t rumenta l i ty was 
c rea ted , or (3) i f the State law attempts to supplement the l e g i s l a t i o n 
of Congress in a c e r t a i n mat ter upon which the Federal l e g i s l a t i o n i s 
s i l e n t but i t i s evident from the ex ten t of the l e g i s l a t i o n t h a t Congress 
intended t h a t there should be no f u r t h e r l e g i s l a t i o n with regard to the 
sub jec t -mat te r ; within c e r t a i n l i m i t s the National agency i s sub jec t t o 
the general undiscr iminat ing laws of the Sta te wi thin which i t i s loca ted* 

i&Fr. J u s t i c e White in Davis v . Elmira Savings Bank, supra.283 
s t a t e s the p r i n c i p l e c l e a r l y when he says : 
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"National "banks are i n s t r u m e n t a l i t i e s of the Federal government, 
c r e a t e d f o r a p u b l i c purpose# and ae such n e c e s s a r i l y s u b j e c t t o the 
paramount a u t h o r i t y of the United S t a t e s . I t f o l l o w s that an attempt by 
a S ta te to d e f i n e t h e i r d u t i e s or c o n t r o l the conduct of t h e i r a f f a i r s 
i s a b s o l u t e l y vo id , wherever such attempted e x e r c i s e of a u t h o r i t y e x p r e s s l y 
c o n f l i c t s wi th the laws of the United S t a t e s , and e i t h e r f r u s t r a t e s the 
purpose of the n a t i o n a l l e g i s l a t i o n or impairs the e f f i c i e n c y of these 
agenc ies of the Federal government t o discharge the d u t i e s , f o r the 
performance of which they were c r e a t e d . These p r i n c i p l e s are axiomatic* 
and are sanct ioned by the repeated adjudica t ions of t h i s c o u r t . " 

But he i s c a r e f u l t o add; ( r . 2$0) 

"Nothing, of course , i n t h i s opinion i s intended t o deny the 
operat ion of genera l and undiscr iminat ing s t a t e laws on the c o n t r a c t s 
of n a t i o n a l banks, so l ong as such laws do not c o n f l i c t with the l e t t e r 
or the genera l o b j e c t s and purposes of Congressional l e g i s l a t i o n * " 

Applying the f o r e g o i n g p r i n c i p l e s to the q u e s t i o n a t i s s u e , i t 
seems very c l e a r that the usury laws of Oregon or of any other S ta te cannot 
l i m i t or c o n t r o l the l o a n and d i scount operat ions of the Federal Reserve 
Banks, and that any attempt on the part of Oregon t o compel the Federal 
Reserve Bank of San Franc i sco or i t s Port land Branch to conf ine i t s i n t e r e s t 
and d i s c o u n t r a t e s t o the maximum rate allowed under the S t a t e law i s an 
unauthorized and u n c o n s t i t u t i o n a l i n t e r f e r e n c e w i t h the operat ions of a 
n a t i o n a l agency . 

In the f i r s t p l a c e , the usury p r o v i s i o n s of the Oregon Const i -
t u t i o n , i f enacted , w i l l be s u b s t a n t i a l l y i n c o n f l i c t with and repugnant 
to an express p r o v i s i o n of the Federal Reserve Act . Although, un l ike e 
Nat iona l Bank Act, there i s noth ing i n the Federal Reserve Act p r e c i s e l y 
l i m i t i n g the r a t e s of I n t e r e s t or d iscount which a Federal Reserve Bank 
may charge, S e c t i o n s 13 and 14 of the Act authorize the Federal Reserve 
Banks t o e s t a b l i s h i n t e r e s t and d i s count ra te s "subject to the review and 
de terminat ion of the Federal Reserve Board;" and require that they s h a l l 
be f i x e d w i t h a view to accomodat ing conmerce and b u s i n e s s . I t cannot 
be quest ioned that t h i s d e l e g a t i o n of power to f i x the ra tes i s c o n s t i t u -
t i o n a l . F i e l d • . Clark. 143 U . S . , 649; 693; B u t t f i e l d v . Stranahan, 1̂92 
U. S . 47o!, 496 . The d iscount and loan operat ions of a Federal Reserve 
Bank and the rates e s t a b l i s h e d i n r e l a t i o n t h e r e t o are not pr imar i ly or to 
any s u b s t a n t i a l sense f o r p r o f i t but are mainly f o r the purpose 0 
and e x e r c i s i n g a c e r t a i n c o n t r o l over the c r e d i t operat ions of the country 
with an i d e a t o insure sound banking. Their purpose i s n a t i o n a l and n a t i o n 
wide . In order t o e f f i c i e n t l y perform the f u n c t i o n s f o r which these banks 
were created i t might, f o r ins tance , be thought necessary that i n t e r e s t 
and d i s c o u n t r a t e s be f i x e d at a h i g h l e v e l and uniform throughout 6 

country in order t o c o n t r o l a dangerous o v e r - i n f l a t i o n of c r e d i t . If s u e * 
r a t e s were subjec t to the usury laws of the s e v e r a l S t a t e s t h i s n a t i o n a l 

^ d : % l % s e f : : % % ^ : 4 % % r 2 ' f ^ ^ % % J e ^ o : e r e d to 
e s t a b l i s h i n t e r e s t and d i s count r a t e s would be u t t e r l y d e f e a t e d . 
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r a t e allowed by a Sta te law mig£it, and i n f a c t in the case of Oregon, 
would, d i r e c t l y c o n f l i c t wi th the r a t e which, in the opinion of the Federal 
Reserve Banks and the Board, was necessary in order to proper ly accommodate 
business and commerce. If the State law preva i led , the Banks and the Board 
would be unable to c a r ry out a duty which Congress has express ly requi red 
of them. As was sa id by the Court in F i r s t National Bank v, Garlinghaus. 
supra: 

"If the State can in derogation of the Act of Congress 
l i m i t the capaci ty or the r i g h t of the bark as t o the r a t e of 
i n t e r e s t i t may charge* the State would seem to have plenary 
power over the whole subjec t and could so exerc ise i t i f they 
saw propel* as td des t roy f o r a l l p r a c t i c a l purposes the value 
of i t s f r anch i se* b 

* 

In view of these considera t ions i t i s submitted., t ha t the p r o -
posed. Oregon usury law s u b s t a n t i a l l y c o n f l i c t s with and i s repugnant to the 
express p rov is ions of Sect ions 13 and 14 of the Federal Reserve Act and i s , 
the re fore , u n c o n s t i t u t i o n a l . Farmers & Merchants Nati onal Batik v . Peering . 
supra: Davis v . Blmira Savings Bank, supra-

In the second p lace , the usury la«"s of a S t a t e , when applied 
to Federal Reserve Banks, impose a burden upon and impair the e f f e c t i v e 
execution of these operat ions of the banks which are s t r i c t l y n a t i o n a l i n 
c h a r a c t e r . I t may be f a i r l y said tha t the power to f i x r a t e s of discount 
and i n t e r e s t i s one of the important, i f not the most important , funct ions 
of the Federal Reserve Banks in view of the purposes ftor which they were 
organized. As s t a t e d above, the r a t e s of a Federal Reserve Bank are not 
f i x e d p r imar i ly or i n any s u b s t a n t i a l extent f o r p r o f i t , bu t to enable 
the National Government, through the operat ions of the severa l Federal 
Reserve Banks, to c o n t r o l tod d i r e c t the c r e d i t opera t ions of the country,, 
thus insur ing sound banking on a nation-wide s c a l e . Surely the Act of a 
S ta te in at tempting t o l i m i t sdad con t ro l t h i s f unc t i on of the Federa l 
agency. - nation-wide i n scope - would impose a very severe burden upon 
t h a t agency and s e r i o u s l y impair the e f f e c t i v e execution of the n a t i o n a l 
end f o r which the agency was c rea t ed . VeCulloch v . Maryland, supra: 
Easton v . Iowa, supra . As i t was sa id i n the Easton ca se : j}p. 238), 

" I t i s not competent f o r s t a t e l e g i s l a t u r e s t o i n t e r f e r e , 
whether with h o s t i l e or f r i e n d l y in t en t ions , with na t iona l t a n k s 
or the%r o f f i c e r s i n the exercise of the powers bestowed upon 
them by the general Government.* 

F i n a l l y , i t cannot be denied tha t Congress in e s t a b l i s h i n g 
the Ftederal Reserve System has acted in a f i e l d which is e n t i r e l y wi th in 
i t s permit ted scope of ac t ion and has erec ted a symmetrical and complete 
system f o r executing a n a t i o n a l p o l i c y . I t i s man i fes t ly ev iden t , t h e r e -
f o r e , t ha t Congress intended there should be no f u r t h e r l e g i s l a t i o n with 
regard to the opera t ions of the Federal Reserve Banks. An attempt on 
the p a r t of a Sta te to supplement t h i s l e g i s l a t i o n by imposing a maximum 
l i m i t upon the r a t e s of i n t e r e s t and discount which a Federa l Reserve 
Bank may charge i s an unwarrantable and uncons t i t u t i ona l i n t e r f e r ence on 
the p a r t of the State# As was sa id by the Supreme Court i n Pr igg •» 
Pennsylvania., supra : ( p . 6 l?) Digitized for FRASER 
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" I f Congress have a c o n s t i t u t i o n a l power t o regulate 
a p a r t i c u l a r s u b j e c t , and they do ac tua l l y regula te i t i n a given 
manner, and i n a c e r t a i n form, i t cannot be , t h a t the s t a t e 
l e g i s l a t u r e s have a r i g h t to i n t e r f e r e , and &s i t were, by way of 
compl6ment to the l e g i s l a t i o n <tf Congress, to p resc r ibe add i t iona l 
regulat ions» and what they say deem aux i l i a ry provis ions f o r the 
same purpose» In such a case, the l e g i s l a t i o n of Congress, in 
what i t does p r e sc r ibe , mani fes t ly i nd i ca t e s , t ha t i t does not 
intend tha t there s h a l l be any f u r t h e r l e g i s l a t i o n to act upon the 
sub jec t -mat te r . I t s s i lence as to what i t does not do, i a as 
expressive of what i t s i n t en t ion i s , as the d i r e c t provisions made 
by i t . * 

I t should be remembered, however, tha t member na t iona l banks 
are subjec t to the provis ions of the National Bank Act and that member 
State banks are sub j ec t to the usury laws of the various States wherein 
taey are loca ted . 

M- B- JWGELU 
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* QAVID F. HOUStOll 
S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

B X O F F I C I O M E M B E R S 

FEDERAL RESERVE BOARD 

W. P . 6 . H A R D I N G , GOVERNOR 

A L B E R T S T R A U S S . VICE GOVERNOR 
A D O L P H C . MILLER 

C H A R L E S S . H A M L I N ' 

H E N R Y A. M O E H L E N P A H 

J O H N SKELTON W I L L I A M S 
C O M P T R O L L E R O F T H E C U R R E N C Y W . T . C H A P M A N . SECRETARY 

R . G . E M E R S O N . A S S I S T A N T S E C R E T A R Y 

W . M. IMLAY. FISCAL AGENT a d d r e s s r e p l y t o 

FEDERAL RESERVE BOARD WASHINGTON 

October 3.4,1920. 
X-2028 

Dear Sir 

The Federal Reserve Board announces the f o l l o w i n g changes 

Mr. W .T. Chapman, Secretary, has res igned , e f f e c t i v e 
November 1, 1920. 

Mr, W.W. Hoxton, Executive Secretary of the Board, 
has been appointed Secretary, e f f e c t i v e November 1, 1920, 
and has been designated Acting Secretary f o t the per iod 
October l 6 t h to November 1st* 

Mr. R.Gr. Emerson, Ass i s tant Secretary of the Board, 
h?s been appointed Assistant to the Governor, e f f e c t i v e 
October 16, 1920. 

Mr. Walter L. Eddy has bean appointed A s s i s t a n t 
Secretory of the Board, e f f e c t i v e October 16, 1920. 

Mr. James F. Herson, Chief Federal Reserve Examiner 
of the Board, has been appointed Chief of the D iv i s ion of 
Examination, succeeding Mr. ®v.W. Paddock", res igned. Mr. 
Herson w i l l have the dual t i t l e s of Chief Federal Reserve 
Examiner and Chief of the Div i s ion of Examination. 

in i t s s t a f f 

Very tru ly yours, 

Governor• 

To Chairmen of a l l F,R. Banks 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 
X-2029 

For immediate r e l ea se 

October 14,1920, 

The Federal Reserve Board announces the fol lowing changes 
in i t s s t a f f : 

Mr. % T. Chapman, Secretary, has resigned, e f f e c t i v e 
November 1, 1920* 

Mr. W.W. Hoxton, Executive Secretary of the Board, has 
been appointed Secretary, e f f e c t i v e November 1, 1920, and 
has been designated Acting Secretary f o r the per iod October 
l 6 t h to November 1 s t . 

Mr. R.G. Emerson, Ass is tant Secretary of the Board, has 
been appointed Assis tant to the Governor, e f f e c t i v e October 
16th, 1920* 

Mr. Walter L. Eddy has been appointed Ass is tant Secretary 
of the Board, e f f e c t i v e October l 6 t h , 1920. 

Mr. James F. Hers on, Chief Federal Reserve Examiner of 
the Board, has been appointed Chief of the Division of 
Examination, succeeding Mr. W.W. Paddock, res igned. Mr. 
Herson w i l l have the dual t i t l e s of Chief Federal Reserve 
Examiner and Chief of the Division of Examination, 
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6 x O F F I C I O MEMBKftfl 

DAVID F. HOUSTON 
SECRETARY 02 THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W, P. G, HARDING, GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R. G. EMERSON, ASSISTANT SECRETARY 
W. M, 1MLAY, FISCAL A6ENT 

October 18,1920. 
X-2030 

Subject- Uniformity in method of handling inter-Reserve Bank 
t ransac t ions through the Gold Settlement Bind. 

Dear S ir : 

In order to secure uni formity and to e l iminate confus ion, the 
Board requests that , commencing as soon as i t meets with the convenience 
of the Federal Reserve Banks, but not l a t e r than November 1, 1920, e l l 
inter-Reserve Bank transact ions through the Gold Settlement Fund, u n l e s s 
otherwise d i r e c t e d by the Board, be made through the d a i l y Gold Fund Clear-
ing, with the f o l l o w i n g except ions which shal l always be made by d i r e c t 
t rans fer through the Federal Reserve Board: 

1. Payments on account of a l l inter-Federal Reserve Bank r e d i s -
counts, inc luding s a l e s of acceptances whether or not endorsed 
by the s e l l i n g Bank when such acceptances have been so ld from 
the p o r t f o l i o of the s e l l i n g Bank. 

2. Al l t r a n s f e r s on account of maturing rediscounts and advance 
payments and rebates of red i scounts . 

3 . Transfers of funds f o r account of the Treasurer of the United 
S ta tes . 

The above except ions have been provided t o enable the Board to be 
promptly advised of the e f f e c t of l arge i n t e r - d i s t r i c t movements of gold 
UDOn the reserve p o s i t i o n of the Federal Reserve Banks in connect ion with 
the arranging of inter-Reserve Bank rediscounts , and a l s o i n order that the 
Board may be advised of changes in the s ta tus of red iscounts between Reserve 
Banks. 

I t i s a l s o requested; 

1. That a l l telegrams covering payment on account of maturing r e d i s -
counts and advance payments and rebates of red i scounts by d i rec t 
t r a n s f e r s through the Gold Settlement Fund be dispatched to reach 
the Board not l a t e r than 3-30 p.m. , ( 11 .30 a.m. Saturdays ) , 
Washington time, in order that there may be no n e c e s s i t y f o r any 
bank t o reopen i t s books a f t e r c l o s i n g f o r the day to make e n t r i e s 
inc ident to such t r a n s a c t i o n s . 
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That a l l o ther telegrams to the Board reques t ing payments to 
other Federal Reserve Banks "by d i r ec t t r a n s f e r through the 
Gold Settlement Fund be expedited as much as poss ib l e . 

Very t r u l y yours, 

Ass is tant to Governor. 

To Chairmen of a l l F,R. Banks. 
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FEDERAL RESERVE BOARD 

STATEMENT FOR THE PRESS 

Release f o r SUNDAY MORNING PAPERS October l6 , 1920. 
October 17, 1920. 

In view of the ' representations which have r ecen t ly been made to 

the Board as to the u n a v a i l a b i l i t y of c r ed i t in a g r i c u l t u r a l sec t ions 

the Board requested information concerning c r e d i t condit ions throughout 

the Country from t h e Chairmen and Governors of Federal Reserve Banks 

a t t h e i r usual autumn conference here t h i s week. The Board i s advised 

tha t c r e d i t has been s t ead i ly ava i lab le f o r the successive seasonal 

requirements of ag r i cu l t u r e , as well as for the needs of commerce and 

industry, and tha t there i s no ground f o r expecting tha t i t s a v a i l -

a b i l i t y f o r these purposes wi l l not continue. The present inpcoved 

« c r ed i t s i t u a t i o n i s due i n p a r t t o the timely s teps taken l a s t spring, 

fol lowing conferences between the Board and Governors and Directors 

of Federal Reserve Batiks to provide c r ed i t f o r crop moving requirements, 

and in p a r t to the subsequent improvement in t r anspo r t a t i on reported 

from a l l d i s t r i c t s except in a few l o c a l i t i e s . 

Between January 2 and October 1 of the present year about 800 

leading member banks from a l l sec t ions of the country which report 

t h e i r condit ion to the Board weekly and w h i c h r epresen t approximately 

70 per cent of member bahk resources , have increased t h e i r loans fo r 

a e r i f f u l t u r a l , i n d u s t r i a l and commercial purposes by an mount exceeding 

$1,800,000,000. This grea t increase in the c r e d i t extended to t he i r 

customers has in the main been made poss ib le by the acconmodation 

extended member banks by the Federal Reserve Barks. 
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During the same per iod , the twelve Federal Reserve Banks have 

increased t h e i r ho ld ings of a g r i c u l t u r a l and commercial paper by more 

than $500,000,000, and from January 23 to October 1, 1920 increased 

t h e i r i s s u e s of Federal Reserve no te s by over $460,000,000. At the 

same time, Federal Reserve Banks having surplus funds have extended 

accommodation t o Federal Reserve Banks i n a g r i c u l t u r a l and l i v e s t o c k 

d i s t r i c t s b y mean® of d i scounts , aggregating on October 1, over 

$225,000,000. 

The disturbances i n pr i ce and demand which have r e c e n t l y manifested 

themselves in markets f o r various a g r i c u l t u r a l and other commodities, 

not only in the United S ta te s but in other countr ies a s w e l l , ~ a r e 

i n e v i t a b l e and unavoidable consequences of the economic derangements 

occasioned by the World War, The United States continue to have a 

heavy volume of exports although f o r e i g n demand f o r c e r t a i n a g r i c u l t u r a l 

s t a p l e s has somewhat decreased. But the ch ie f market f o r our raw 

and manufactured products i s a t home, and our p r e s e n t huge crops of 

izmiense va lue may be expected gradually, and i n regular course ito 

move from producers to consumers. The recent census, reckoning our 

populat ion at 105 ,000 ,000 emphasizes anew our own capac i ty as consumers 

i r r e s p e c t i v e of the demands of other c o u n t r i e s . 
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BY-LAWS OF THE FEDERAL RESERVE BOARD 

-Article I , 

The Chairman. 

The Secretary of the Treasury, as Chairman of the Board, shal l pres ide 
a t a l l meetings when present . In the absence of the Chairman, the Governor 
shal l ac t as p res id ing o f f i c e r . In the absence of both the Chairman and- the 
Governor, the Vice-Governor shal l pres ide , and in the absence of a l l three 
such o f f i c e r s , the remaining member of the Executive Committee sha l l p r e s ide . 

Ar t i c l e I I . 

The Governor. 

Sec. 1 . The Governor of the Federal Reserve Board shal l be the ac t ive 
executive o f f i c e r the reof ; subject* however, to the supervision of the Board 
and to such r u l e s and regula t ions as may be incorporated here in or may from 
time to time, by reso lu t ion , be es tab l i shed . 

Sec. 2. The Governor shal l have general charge of the executive and 
rout ine business of the Board not s p e c i f i c a l l y assigned under the by-laws or 
by reso lu t ion of the Board t o any individual member or committee thereof , and 
shal l have supervision of the Board1s s t a f f , including promotions, appointments, 
s a l a r i e s and d i smissa l s . 

Sec. 3 . I t sha l l be the duty of the. Governor to oversee and cont ro l the 
submission of statements to the press expressive of the Board's po l icy or 
descr ip t ive of i t s a c t i o n . 

Ar t i c l e I I I . 

The Vice-Governor. 

Sec. 1 . In the absence or d i s a b i l i t y of the Governor, h i s powers s h a l l be 
exercised and h i s du t i e s discharged by the Vice Governor, and in the absence or 
d i s a b i l i t y of both of these o f f i c e r s , such powers sha l l be exercised and such 
dut ies discharged by the remaining member of the Executive Committee. 

Sec. 2, I t sha l l be the duty of the Vice Governor to cooperate with the 
Governor in the a d m i n i s t r a t i s ^ of the executive business of the Board. 
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A r t i c l e IV. 

The Execut ive Committee. 

Sec4 1 , There s h a l l be an Execut ive Committee of the Board c o n s i s t i n g 
of :three members, which s h a l l inc lude the Governor and Vice-Governor and one 
other. The th i rd member s h a l l be nominated and e l e c t e d a t a regular meeting 
of the Board* Members of the Board s h a l l serve as f a r as p r a c t i c a b l e i n 
r o t a t i o n and f o r per iods to be f i x e d by the Board from time to t ime. Two 
members s h a l l c o n s t i t u t e a quorutn f o r the t ransac t ion of b u s i n e s s . 

Sec. 2 , I t s h a l l be the duty of the Execut ive Committee of the Board t o 
transact a l l b u s i n e s s of an adminis trat ive nature which can be transacted i n 
accordance wi th p r i n c i p l e s or p o l i c i e s already e s t a b l i s h e d by the Board, and 
such as may be de legated to i t from time to time; to review and approve im-
portant correspondence i n v o l v i n g the express ion of opinions or d e c i s i o n s of the 
Board, and to prepare and make recomrrendati ons governing the conduct of the 
Board's b u s i n e s s . 

A r t i c l e V. 

The Secretary and A s s i s t a n t S e c r e t a r i e s . 

Sec, 1 . The Board sha l l appoint a Secretary and one or more A s s i s t a n t 
Secre tar ies* 

Sec. 2» The Secretary s h a l l a t tend each meeting of the Board and s h a l l 
keep an accurate record of i t s proceedings, and sha l l conduct such correspondence 
as may be ass igned to him by the Board or the Governor. He s h a l l be Secretary 
of a l l s tanding committees of the Board and s h a l l perform such other d u t i e s as 
may be a s s igned to him by the Governor. 

Sec. 3« The Secretary s h a l l have custody of the s e a l , and, a c t i n g under 
the author i ty of the Board, s h a l l have power to a f f i x the same t o a l l i n s t r u -
ments requ ir ing i t . Such instruments s h a l l be a t t e s t e d by the Secretary , 

Sec. 4 , The A s s i s t a n t Secretary des ignated by the Board or by the Secretary 
s h a l l e x e r c i s e the powers and discharge the dut i e s of the Secretary in h i s 
absence or d i s a b i l i t y . The A s s i s t a n t S e c r e t a r i e s s h a l l perform such other 
dut i e s as may be a s s igned t o them from time t o time by the Board or by the 
Secretary of the Board. 

A r t i c l e VI. 

A s s i s t a n t to the Governor. 

Sec. 1 . The Board may appoint an A s s i s t a n t to the Governor. 

Sec. 2 , The A s s i s t a n t to the Governor s h a l l perform such d u t i e s a s s h a l l 
be ass igned to him by the Governor. 
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Sec. 3- The Ass is tan t to the Governor shal l have power to s ign checks of 
the Federal Reserve Board, withdrawing funds from the Gold Settlement Fund as 
described i n A r t i c l e VIII of these by-laws, and r e q u i s i t i o n s upon the Comptroller 
of the Currency f o r the de l ivery of Federal Reserve notes to the respec t ive 
Federal Reserve Agents or t o the i r order and Federal Reserve Bank notes to the 
respec t ive Federal Reserve Bariks or to t h e i r order as described i n A r t i c l e IX 
of these by-laws, such checks atid r e q u i s i t i o n s to be countersigned by the 
Governor or a c t i ng executive o f f i c e r of the Board. 

Ar t i c l e VII. 

The F isca l Agent and Deputy Fiscal Agent-

Sec. 1 , The Board shal l appoint a F isca l Agent and a Deputy Fisca l Agent. 
Hie duty of the F isca l Agent shal l be to co l l ec t and deposit a l l moneys r e -
ceivable by the Board with the Treasurer of the United S ta tes , to be placed in 
a special fund es tab l i shed on the books of the Treasurer f o r the Federal 
Reserve Board. The Deputy Fisca l Agent sha l l perform the du t ies of the F isca l 
Agent dur ing h i s absence or d i s a b i l i t y . 

Sec. 2 . The F i sca l Agent and Deputy F isca l Agent s h a l l each execute a 
separate bond with sure ty s a t i s f a c t o r y to the Board. 

Sec. 3* Payments of expenses and other disbursements of the Board sha l l be 
made by the Fiscal Agent upon proper vouchers out of moneys advanced to him by 
r equ i s i t i on and warrant out of the special fund and placed to h i s o f f i c i a l 
c red i t with the Treasurer of the United States as provided by Section 5 of t h i s 
A r t i c l e . In the absence of the Fiscal Agent payment of expenses and other 
disbursements sha l l be made by the Deputy Fiscal Agent upon proper vouchers out 
of moneys advanced to the F isca l Agent by r e q u i s i t i o n and warrant out of the 
special fund and placed to h i s o f f i c i a l c r ed i t with the Treasurer of the 
United Sta tes as provided by Sections 5 and 6 of t h i s a r t i c l e . 

Sec. 4 . The F isca l Agent shall prepare a quar te r ly account in such form as 
sha l l be approved by the Comptroller of the Treasury and, a f t e r approval by the 
Governor, such quar ter ly account shal l be submitted to the Auditor f o r the 
State and other Departments. Such account shal l cover payments of expenses and 
other disbursements made by both the Fisca l Agent and the Deputy F i sca l Agent* 

Sec. 5* The Governor s h a l l , when necessary, mdce r e q u i s i t i o n on the 
Treasurer of the United S ta tes f o r the advance of such sums to the F i sca l Agent 
as may be necessary from the Federal Reserve Board fund . 
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Sec. 6 . The Deputy Fiscal Agent i n making disbursements of the Board, upon 
proper vouchers out of the moneys advanced to the F isca l Agent sha l l sign 
against funds to the o f f i c i a l c r ed i t of the Fiscal Agent wi th the Treasurer of 
the United Sta tes in the name of the Fiscal Agent by himself as Deputy Fiscal 
Agent. 

Ar t i c l e VIII 

Gold Settlement Fund. 
and 

Federal Reserve Agents1 Fund 

All funds deposited by or fo r account of the respec t ive Federal Reserve 
Agents in the Federal Reserve Agents' fund of the Federal Reserve Board and 
a l l funds deposited by or f o r account of the respec t ive Federal Reserve Banks 
in the Gold Settlement Fund of the Federal Reserve Board s h a l l be held on 
deposit with the Measurer of the United States and shal l be subject to withdrawal 
only by check of the Federal Reserve Board signed by the Ass is tant to the Governor, 
or by the Secretary or an Assis tant Secretary and countersigned by the Governor 
or ac t ing executive o f f i c e r of the Board, 

Ar t i c l e IX, 

Requisi t ion f o r Delivery 
of 

Federal Reserve Notes 

Requis i t ions upon the Comptroller of the Currency f o r the del ivery of 
Federal Reserve notes to the respec t ive Federal Reserve Agents shal l be signed 
by the Ass i s t an t to the Governor or by the Secretary or an Ass i s tan t Secretary 
and countersigned by the Governor or ac t ing executive o f f i c e r of the Board. 

Ar t i c l e X. 

The Seal . 

The fol lowing i s an impression of the seal adopted by the Board. 

SEAL 

Ar t i c l e XI. 

Counsel. 

Sec. 1 . The Board sha l l appoint a General Counsel whose duty i t sha l l be to 
advise wi th the Board, or any member thereof , as to such l e g a l questions as may 
a r i s e in the conduct of i t s business; t o prepare, a t the Board's reques t , opinions, 
regu la t ions , r u l i ngs , forms and other l ega l papers and to perform general ly such 
lega l serv ices as he may be c a l l e d upon by the Board to perform. 
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, , . S f c * 2* Subject to the d i r e c t i o n of the Governor, the General Counsel 
shal l have au tho r i ty to correspond d i r e c t l y with the Counsel of the various 
ederal Reserve Banks and to request t h e i r opinions as to the i n t e r p r e t a t i o n 

of the l oca l laws of the Sta tes included in t h e i r r e spec t ive Federal Reserve 
D i s t r i c t s . Copies of a l l such correspondence to be fu rn i shed to the Board 
f o r i t s information. 

Sec. 3* Whenever i t may be deemed advisable, the Board may appoint one 
or more Associate or Ass i s tan t Counsel, or one or more Ass i s tan t s to Counsel. 
The duty of such Associate or Ass i s tan t Counsel shal l be to a s s i s t the General 
counsel in the performance of h i s du t i e s and to perform the duty of the General 
Counsel in h i s absence. The duty of such Ass is tant to Counsel or Ass is tan ts 
to Counsel sha l l be to a s s i s t the General Counsel in the performance of h i s 
dutios* 

Sec, 4. The Board may appoint from time to time Consulting Counsel, who 
may be a t to rneys a t law engaged in outside p r a c t i c e . 

Ar t i c l e XII. 

Meetings. 

Sec. 1 . Stated meetings of the Board sha l l be held on such days of the 
week a t such hours as the Board by major i ty vote may adopt from time to time. 
Special meetings of the Board shal l be ca l led upon the wr i t t en request of three 

.members of the Board. 

Sec. 2. A major i ty of the Board sha l l c o n s t i t u t e a quorum f o r the t r a n s -
ac t ion of business , except that an a f f i r m a t i v e vote of at l e a s t f i v e members of 
the Board shal l be necessary to require Federal Reserve Banks to rediscount the 
discounted paper of other Federal Reserve Banks, or to change reserves of banks 
in outlying d i s t r i c t s . 

Sec. 3» At a l l meetings of the Board the fol lowing sha l l be the order 
of bus iness : 

(1) Reading or inspect ion of the Minutes of the 
l a s t regular meeting and Minutes of meetings 
of a l l committees. 

(2) Report of the Governor. 
(3) Report of the Secretary. 
(U) Reports of the committees or members on 

assigned bus iness . 
(5) Unfinished bus iness . 

Ar t i c l e XIII 

Information and Publ ica t ion . 

Sec. 1. All persons employed by the Board sha l l keep i n v i o l a t e i t s 
business , a f f a i r s , and concerns, and sha l l not d i sc lose or divulge the same to 
any unauthorized person whomsoever, and any employee who sha l l give information 
contrary to t h i s by-law sha l l be l i a b l e t o immediate d ismissa l . 
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Sec. 2 . While each member of the Board, must determine f o r h i m s e l f the 
p r o p r i e t y or n e c e s s i t y of e x p r e s s i n g p u b l i c l y h i s i n d i v i d u a l op in ion on any 
quest ion, members s h a l l not quote p u b l i c l y t h e op in ion of other members on 
matters which have not formal ly been passed upon by the Board. 

Sec. 3* There s h a l l be publ i shed monthly, under the superv i s ion of a 
committee of the Board, a b u l l e t i n to be known as "The Federal Reserve B u l l e t i n " 
which s h a l l be the o f f i c i a l p e r i o d i c a l organ or p u b l i c a t i o n of the Federal 
Reserve Board. 

Sec. U, No r e s o l u t i o n s of a personal character , except "upon the death 
of a member of the Federal Reserve Board whi le serv ing a s such, s h a l l appear 
i n any p u b l i c a t i o n of the Federal Reserve Board, 

A r t i c l e XIV 

Budget and Audit 

The e x e c u t i v e committee, a c t i n g as a committee of Budget and Audit , s h a l l 
audi t the accounts of the Board f o r each s i x months' per iod , and s h a l l repor t 
t o the Board a t e n t a t i v e budget of expenses f o r the n e x t succeeding s i x months. 

A r t i c l e XV. 

Amendments. 

These by- laws may be amended a t any r e g u l a r meet ing of the Board by a 
major i ty v o t e of the e n t i r e Board, provided that a copy of such amendments 
s h a l l have been d e l i v e r e d to each member a t l e a s t seven days p r i o r t o such 
meet ing . 

Approved a t Board Meeting 

October 1 2 , 1 9 2 0 . 
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DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 
FEDERAL, RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

957 
W. P. 6. HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R . G . E M E R S O N , ASSISTANT SECRETARY 

W. M. 1MLAY, FISCAL AGENT 

October 20 ,1920. 
x-2035 

Subject : Apportionment of Adminis trat ive and Overhead 
Expenses between Federal Reserve Banks and 
t h e i r Branches-

Dear S i r : 

I t i s the present p r a c t i c e of some of the Federal Reserve Banks 
to charge t h e i r branches with a p o r t i o n of the overhead expense a t the 
Head O f f i c e on account of s a l a r i e s of the Governor, the Federal Reserve 
Agent, and the Auditor, a l s o w i t h c e r t a i n expenses not a c t u a l l y incurred 
by the Branch, such as the c o s t of Federal Reserve currency, i n c l u d i n g 
taxes on Federal Reserve Bank note c i r c u l a t i o n , i s s u e d to banks i n t ranch 
t e r r i t o r y , e t c . 

In order that the Federal Reserve Board rray have f i g u r e s of the 
expenses of a l l Federal Reserve Branch Banks on a comparable b a s i s , i t i s 
requested that beg inning wi th the month of October the current expense 
repor t s , Form 96, of each Federal Reserve Branch Bank be made out so as 
t o show both f o r the current month and f o r the p e r i o d s i n c e Ju ly 1 , 1920, 
on ly such expenses as were a c t u a l l y incurred by the Branch, i . e . , they 
should not inc lude any charges connected wi th the issxxanoe of Federal 
Reserve currency, f o r overhead expenses a t the Head O f f i c e , f o r the 
expenses of Federal Advisory Council , Governors' and Federal Reserve Agents' 
Conferences, or f o r the maintenance of the Federal Reserve Board. 

Very t r u ly yours, 

Governor. 

To Chairmen o f a l l F.B. Banks. 
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AMENDMENTS TO THE FEDERAL RESERVE ACT. 

The fol lowing i s a b r i e f explanation of the var ious amendments to the 

Federal Reserve Act. I t cons i s t s of two p a r t s : Par t I , which contains a 

discussion of the various a c t s which s p e c i f i c a l l y amended the tex t of the 

Federal Reserve Act; and Par t 2, which contains a discussion of those ac t s 

which did not change the t e x t of the Federal Reserve Act but which in e f f e c t 

amended the substance of the Act. 

PART I . ACTS SPECIFICALLY AMENDING THE FEDERAt RESERVE ACT. 

The fol lowing ac t s s p e c i f i c a l l y amended the Federal Reserve Act. 

ACT 02 AUGUST Uth. iqiU. 

Section 27 of the Federal Reserve Act as o r i g i n a l l y enacted amended 
Section 9 of the Aldrich-Vreeland Act of May 1908, by re -enac t ing tha t 
p a r t r e l a t i n g to the tax r a t e s on na t iona l bank notes secured otherwise than 
by bonds of the United S ta t e s . The Act of August 4, 191U amended Section 
27 of the Federal Reserve Act so as to add to the above named sec t ion of the 
Aldrich-Vreeland Act, a proviso author iz ing the Secretary of the Treasury to 
suspend the l i m i t a t i o n s imposed by Sections 1, 3 and 5 of the Aldr ich-
Vreeland Act on the issue of such addi t iona l na t iona l bank notes and to 
extend the p r i v i l ege s of the Aldrich-Vreeland Act to a l l qua l i f i ed Sta te banks 
and t r u s t companies which had joined the Federal Reserve System or might 
contrac t to do so wi th in a l imi ted time. This amendment has become inopera-
t ive by reason of the exp i ra t ion by l i m i t a t i o n on June 30. 1915 of the 
Aldrich-Vreeland Act. 

ACT OF AUGUST 15th. 1Q1U. 

Reserves. 

This a c t amended Section 19 of the Federal Reserve Act so as to 
permit Sta te banks or t r u s t companies which were then coming in to the 
System t o continue to keep t h e i r reserves with other S ta te banks or 
t r u s t companies during three years wi th in which the change was t o be 
made from the old system to the Federal Reserve System. 
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ACT OF MARCH 3rd. 1915. 

Acceptances . 

This Act amended S e c t i o n 13 (paragraph 3* 4 and 5) so 
a s t o author ize the Federal Reserve Board, i n i t s d i s c r e t i o n , t o 
increase the amount of acceptances basad on the importat ion or e x -
p o r t a t i o n o f -goods which a member bank of the System may discount 
and which a Federal Reserve Bank may red i scount . 

ACT OF SEPTEMBER 7th, 1916. 

Reserves. 

S e c t i o n 11 was amended by the a d d i t i o n of a new sub-
s e c t i o n (m) which authorized the Federal Reserve Board, upon an 
a f f i r m a t i v e vote of not l e s s than f i v e , t o permit member banks t o 
carry i n the Federal Reserve Banks any p o r t i o n of t h e i r r e s e r v e s 
then required t o be held i n t h e i r own v a u l t s . 

Depos i t s wi th Federal 
Reserve Banks. 

S e c t i o n 13 was amended so as t o author ize Federal 
Reserve Banks t o r e c e i v e on depos i t from member banks a l l checks 
and d r a f t s payable on presen ta t ion , and a l s o f o r c o l l e c t i o n matur-
i n g b i l l s . Pr ior to the amendment the Federal Reserve Banks were 
author ized t o r e c e i v e on depos i t only those checks and d r a f t s 
which were drawn upon so lvent member banks and other Federal Re-
serve Banks. The amendment a l s o authorized any Federal Reserve 
Bank t o r e c e i v e f o r purposes of c o l l e c t i o n a s w e l l a s exchange 
checks and d r a f t s payable upon p r e s e n t a t i o n w i t h i n i t s d i s t r i c t 
and maturing b i l l s payable w i t h i n i t s d i s t r i c t . 

Rediscounts . 

S e c t i o n 13 was fur ther amended so a s to provide that 
the endorsement by a member bank of n o t e s , d r a f t s and b i l l s of e x -
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change discounted wi th i t s Federal Reserve Bank should be deemed to 
cons t i t u t e a waiver of demand not ice and p r o t e s t by t he member bank a s 
t o i t s own endorsement exc lus ive ly . P r io r to the amendment member banks 
were required to execute waivers of deaand not ice and p r o t e s t . 

Section 13 was f u r t h e r amended so a s to s p e c i f i c a l l y provide tha t 
c e r t a i n notes, d r a f t s and b i l l s of exchange having a maturi ty of ninety 
days, exclusive of days of grace might be admitted to d iscount . P r io r to 
t h i s amendment the S ta tu te was s i l e n t on the quest ion a s t o whether the 
maturity included days of grace* 

Section 13 was f u r t h e r amended so a s to provide t h a t the discount of 
notes , d r a f t s and b i l l s of exchange drawn f o r a g r i c u l t u r a l purposes or based 
on l i v e stock and having a maturity not exceeding six months sha l l be l imi ted 
t o a ce r t a in percentage of the t o t a l a s s e t s of the Federal Reserve Bank. 
P r io r to t h i s amendment such paper was l imited to a c e r t a i n percentage of 
the capi ta l of a Federal Reserve Bank ins tead oi i t s t o t a l a s s e t s . 

By another amendment t o Section 13 the aggregate of notes , d r a f t s and 
b i l l s bear ing the s ignature of any one borrower (other than b i l l s of exchange 
drawn aga ins t a c tua l l y ex i s t i ng values) which may be discounted fo r a member 
bank i s l imi ted to 10$ of the unimpaired cap i ta l and surplus of the member 
bank. Pr ior t o t h i s amendment Federal Reserve Banks were not permitted to 
discount notes or b i l l s bearing the s ignature or endorsement of any one 
person, company, f i rm or corporation, to an amount i n excess of 1 0 bf the 
cap i t a l and surplus of the member bank, whether such person, f i rm or corpora-
t i o n was the borrower or no t . 

' Acceptances. 

Pr ior to t h i s amendment member banks were permit ted to accept only such 
d r a f t s or b i l l s of exchange a s grew out of t r ansac t ions involving the im-
po r t a t i on or expor ta t ion of goods. This Act amends Section 13 so a s to 
great ly broaden the powers of member banks with regard to acceptances . Under 
Section 13 a s so amended, member banks a r e permitted to accept d r a f t s or 
b i l l s of exchange under c e r t a i n condi t ions : 

(a) Which grow out of t r ansac t ions involving the importat ion 
or expor ta t ion of goods; 

(b) Which grow out of t r ansac t i ons involving the domestic 
shipment of goods, provided shipping documents conveying 
or securing t i t l e a r e a t tached a t the time of acceptance. 
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(c) which a r e secured a t the time of acceptance by ware-
house r e c e i p t s or other such documents conveying or 
securing t i t l e covering read i ly marketable s t a p l e s ; 

(d) Drawn (under regu la t ions to be prescr ibed by the 
Federal Reserve Board) by banks or bankers i n fo re ign 
count r ies or dependencies or i n su la r possessions of 
the United S ta tes fo r the purpose of fu rn i sh ing do l l a r 
exchange a s required by the usages of t rade in the r e -
spect ive countr ies , dependencies or i n su la r possess ions . 

In enact ing t h i s amendment Congress inadver tent ly omitted from Section 
13 t h a t provis ion which permitted r a t iona l banks with the approval of the 
Federal Reserve Board to accept up to 100$ of t h e i r cap i t a l and surplus i n 
t r ansac t ions involving imports or exports . 

Advances to Member Banks. 

This Act f u r t h e r amends Section 13 so a s to au thor ize Federal Reserve 
Banks to make advances t o member banks on promissory notes of such member 
banks fo r a per iod not exceeding f i f t e e n days, such notes being secured by 
notes, d r a f t s , b i l l s of exchange or bankers ' acceptances e l i g i b l e f o r r e -
discount or fo r purchase by Federal Reserve Banks, or by bonds or notes of 
the United S t a t e s . 

Member Banks as Insurance 
Agents and Real Es ta te Brokers. 

Section 13 was f u r t h e r amended so a s t o permit na t iona l banks, loca ted 
and doin business i n p laces with a populat ion not exceeding 5,000 inhab i t an t s 
to a c t a s agents fo r f i r e , l i f e or other insurance companies and a l s o to a c t 
a s brokers or agents for o thers in naking or procuring loans on r e a l . e s t a t e 
located within one hundred miles of the place i n which the bank i s l oca ted . 

Banking Accounts fo r Foreign 
Correspondents. 

Section 14, sub-sect ion (e) was amended so a s t o permit Federal Reserve 
Banks with the consent of the Federal Reserve Board to open and maintain 
banking accounts f o r fore ign correspondents or agencies . 

Security for Federal Reserve Notes. 

Pr io r to t h i s amendment Federal Reserve notes could be secured only by 

* 

-4-
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notes and b i l l s of exchange accepted f o r rediscount under Sect ion 13. This 
Act amended Sect ion 16 so a s to permit Federal Reserve no t e s to be secured 
a l s o by d r a f t s , b i l l s of exchange or acceptances rediscounted under the 
p rov i s ions of Sect ion 13 or b i l l s of exchange endorsed by member banks of any 
Federal Reserve D i s t r i c t and purchased under the p rov i s ions of Sect ion 14. 

Loans on Real Es t a t e 

Section 24 r e l a t i v e to loans on farm lands , was amended so a s t o permit 
banks l y i n g contiguous t o the l i n e s of a Federal Reserve D i s t r i c t to make 
loans on farm l ands wi th in a rad ius of one hundred miles r ega rd l e s s of d i s t r i c t 
l i n e s and t o make loans on other improved and unincumbered r e a l e s t a t e w i t h i n 
the same d i s t r i c t but f o r not exceeding a per iod of one yea r . • 

Foreign Banking Business 

P r i o r t o t h i s amendment na t i ona l banks were au thor ized t o e s t a b l i s h 
branches in f o r e i g n count r ies or dependencies or i n s u l a r possess ions of the 
United S t a t e s . This Act amended Section 25 so a s t o permit them to e i t h e r 
e s t a b l i s h such branches or t o inves t an amount not exceeding 10$ of t h e i r 
p a i d - i n c a p i t a l stock and surplus i n one or more corpora t ions incorporated 
under the laws of the touted S ta tes or of any S ta te and p r i n c i p a l l y engaged 
in i n t e r n a t i o n a l or fo r e ign banking, 

ACT OF JUNE 21s t . 1917. 

Branches of Federal Reserve Banks. 

Section 3 was amended so a s t o au thor ize the Board t o permit or r equ i re 
any Federal Reserve' Bank t o e s t a b l i s h branch banks w i th in i t s d i s t r i c t . As 
so amended, i t provides t h a t the number of d i r e c t o r s of such branches s h a l l 
a t the opt ion of the Board be not more than seven nor l e s s than t h r e e . 

Ass i s t an t s t o Federal Reserve 
Agents 

Section 4 was amended so a s to provide fo r the appointment of a s s i s t a n t s 
t o the Federal Reserve Agents who sha l l have power t o a c t i n the a g e n t ' s 
name and stead dur ing h i s absence or d i s a b i l i t y . The o f f i c e of the deputy 
reserve agent formerly held by one of the Class "C" d i r e c t o r s was a b o l i s h e d . 
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Membership of S ta te Banks and 
Trust Companies. 

Sec t ion 9 r e l a t i n g t o the admission of S ta te banks and t r u s t companies 
to the Federal Reserve System was amended so a s t o provide that subject to 
the p r o v i s i o n s of the Federal Reserve Act and t o the r e g u l a t i o n s of the 
Board made pursuant t h e r e t o , any S ta te bank or t r u s t company which becomes 
a member of the Fetiers! Reserve System# s h a l l r e t a i n i t s f u l l charter and 
s ta tu tory r i g h t s and may continue t o e x e r c i s e a l l corporate powers granted 
to i t by the S ta te i n which i t was created and s h a l l be e n t i t l e d t o a l l the 
p r i v i l e g e s of member banks; provided, however, that no Federal Reserve 
Bank may discount f o r such member bank any note , dra f t or b i l l of exchange 
of any one borrower who i s l i a b l e t o the member bank f o r more than 10$ of 
i t s c a p i t a l and surplus . 

The amendment took away from the Comptroller of the Currency the power 
granted by s e c t i o n 21 t o examine State bank Is and t r u s t companies which a r e 
member banks, but provided that such banks sha l l be subject t o examinations 
by d i r e c t i o n of the Federal Reserve Board ojr of the Federal Reserve Bank by 
examiners s e l e c t e d or approved by the Federal Reserve Board. Examinations 
by such a u t h o r i t i e s when approved by the d i r e c t o r s of the Federal Reserve 
Bank may be accepted i n l i e u of examinations by examiners approved.by the 
Federal Reserve Board. Reports of condi t ion and of payments of d iv idends 
must be made t o the Federal Reserve Bank i n s t e a d of the Comptroller of the 
Currency a s i n the p a s t . S tate banks and t r u s t companies which have become 
members are author ized t o withdraw from the Federal Reserve System a f t e r 
s i x months' w r i t t e n n o t i c e . 

Clearing and C o l l e c t i o n f o r 
Non-member Banks.. 

Sec t ion 13 was amended so a s t o author ize Federal Reserve Banks s o l e l y 
f o r purposes of c o l l e c t i o n or exchange to r e c e i v e d e p o s i t s of currency, 
checks, d r a f t s and maturing n o t e s or b i l l s from a ay non-member bank or t r u s t 
company which maintains wi th the Federal Reserve Bank a balance s u f f i c i e n t 
t o o f f s e t the i tems i n t r a n s i t he ld f o r i t s account by the Federal Reserve 
Bank. Sec t ion 13 a s amended a l s o a u t h o r i z e s any member bank t o make 
reasonable charges to be determined and regula ted by the Federal Reserve 
Board but i n no case t o exceed 10#£ per $100 or f r a c t i o n thereof f o r the 
c o l l e c t i o n or payment of checks and d r a f t s and remiss ion thereof by exchange 
or otherwise . Federal Reserve Banks, however, are not subjec t t o these 
charges . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 7 - x-2037 

Acceptances by Member Banks* 

Section 13 was fu r the r amended so a s to r e s to re tha t provis ion au thor -
i z ing the Federal Reserve Board to permit member banks to accept d r a f t s 
and b i l l s of exchange drawn agains t shipments of goods or aga ins t warehouse 
r ece ip t s covering readi ly marketable s tap les up to 100% of the cap i ta l and 
surplus of the accept ing bank. This provision has been inadver tent ly omitted 
from Section 13 by the amendment of September 7# l $ l 6 . 

Foreign Agencies of Federal 
Reserve Banks. 

Section 14, sub-sect ion (e) was amended 
Reserve Board to give i t s consent or require 
maintain accounts in fore ign countr ies , e t c , 
pat ion accounts. 

Issue of Federal Reserve Notes 
Against Gold. 

Section l6 was amended so as to authorize the issue of Federal Reserve 
notes upon the securi ty of gold or gold c e r t i f i c a t e s and so as t o provide 
tha t gold or gold c e r t i f i c a t e s held by the Federal Reserve Agent a s c o l l a t e r a l 
securi ty shal l be counted a s par t of the gold reserve which the Federal 
Reserve Bank i s required to maintain aga ins t i t s notes i n ac tua l c i r cu la t ion . 
As so amended t h i s section a l so authorizes the issue of Federal Reserve notes 
upon the securi ty of f i f t s en -day notes of member banks secured by e l i g i b l e 
commercial paper or by bonds or notes of the United S ta tes . 

De-posits of Gold with the Treasurer or Assistant Treasurer. 

Section l 6 was fu r the r amended so as t o authorize the Treasurer or any 
Assis tant Treasurer of the United States to receive deposi ts of gold or gold 
c e r t i f i c a t e s when tendered by any Federal Reserve Bank or Federal Reserve 
Agent for c red i t to i t s or h i s account with the Federal Reserve Board, 

Deposits of Government Bonds with the Treasurer. 

Section 17 was amended so as to repeal any provision of law requi r ing 
any nat ional bank to maintain a minimum deposi t of bonds with the Treasurer 
of the United S ta tes . 

so a s to author ize the Federal 
reserve banks to open and 
and a l so to provide for p a r t i c i -
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Reservea* 

Section 19 was amended so ae to provide f o r an immediate t r a n s f e r 
of a l l reserves t o Federal Reserve Banks, Under t h i s sec t ion the t o t a l 
amount of reserves to be maintained by a member bank must be deposited 
with the Federal Reserve Bank of i t s d i s t r i c t . The amount of these reserves 
i s a s fo l lows! 

X-2037 

Demand Deposits Time Deposits 
Country Banks 7$ 3$ 
Reserve City Banks 10$ 3$ 
Central Reserve City Banks 13$ 3$ 

Member banks a r e no longer required to maintain any reserves i n t h e i r 
own v a u l t s . 

Balances with Non-member Banks 

Section 19 formerly provided t h a t no member bank should keep on deposit 
with "any nonmember bank" any sum in excess of 1C$ of i t s ewn c a p i t a l and 
surplusv That r e s t r i c t i o n necessar i ly appl ied to balances with fo re ign 
banks a s well a s to balances with non-member S ta te banks and t r u s t companies. 
I t was amended so a s to apply only to deposi ts with "any Sta te bank or t r u s t 
company which i s not a member bank," 

Sa la r i e s or Fees of Di rec tors . 
O f f i c e r s or employees. 

Section 22 r e l a t i n g t o the s a l a r i e s or f ee s paid to d i r e c t o r s , o f f i c e r s 
or employees of member banks was amended by the add i t ion of provisos to the 
e f f e c t t h a t d i r e c t o r s , o f f i c e r s , employees or a t t o rneys sha l l not be prohibi ted 
from receiv ing the same r a t e s of i n t e r e s t paid to other depos i tors of the 
bank, and t h a t notes , d r a f t s , b i l l s or other evidences of debt executed or 
endorsed by d i r e c t o r s or a t to rneys of the bank may be discounted with such 
bank on the same terms and condit ions a s other notes , d r a f t s , b i l l s or other 
evidences of debt upon the a f f i r m a t i v e vote or w r i t t e n assen t of a majori ty 
of the members of the Board of d i r ec to r s of such member bank. 

ACT OF SEPTEMBER 26th. 1918. 

E lec t ion of Federal Reserve Bank O f f i c e r s . 

Section 4 of the Federal Reserve Act i s amended so a s t o leave to the 
d i s c r e t i o n of the Federal Reserve Board the grouping of the member banks in 
each d i s t r i c t i n t o th ree general groups or d iv i s ions , without the old r e -
quirement t h a t each group sha l l contain, as near ly a s possible-, one- third 
of the aggregate number of the banks i n the d i s t r i c t . Section 4 i s f u r t h e r 
amended so a s to permit each member bank, by a r e so lu t ion of i t s board of 
d i r e c t o r s or by an amendment to i t s by-laws, to au thor ize i t s p res iden t , 
cash ie r , or some other o f f i c e r to cas t i t s vote i n e l ec t i ons of Federal 
Reserve Bank Di rec to rs i n place of the old method of e l e c t i n g by ba l l o t a 
d i s t r i c t reserve e l ec to r a t a regular ly ca l led meeting of the Board of 
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D i r e c t o r s of each member bank i n the d i s t r i c t t o c a s t i t s v o t e a t a par -
t i c u l a r t ime . A p r o v i s i o n i s added that no o f f i c e r or d i r e c t o r of a member 
bank s h a l l be e l i g i b l e t o serve a s a Class A d i r e c t o r u n l e s s nominated and 
e l e c t e d by banks which are members of the same group a s t h e member bank 
op which he i s an o f f i c e r or d i r e c t o r and t h a t no person who i s a d i r e c t o r 
or o f f i c e r of more than one member bank s h a l l be e l i g i b l e f o r nomination a s 
a Class A d i r e c t o r , except by banks i n the same group a s t h e bank having 
the l a r g e s t aggregate resources of any of t h o s e of which such person i s a 
d i r e c t o r or o f f i c e r . 

Fiduciary Powers of National Banks. 

Sec t ion 11 (k) i s amended and re-enacted so a s t o a u t h o r i z e the Federal 
Reserve Board t o permit na t iona l banks t o a c t a s guardians of e s t a t e s , 
a s s i g n e e s , r e c e i v e r s , committees of e s t a t e s of l u n a t i c s , or i n any other 
f i d u c i a r y capaci ty i n which S ta te banks, t r u s t companies, or other corpora-
t i o n s which come i n t o compet i t ion wi th rational banks are permitted - t o a c t 
under the laws of the State i n which the p a r t i c u l a r n a t i o n a l bank making 
the a p p l i c a t i o n i s l o c a t e d , i n a d d i t i o n t o the r i g h t granted under the old 
Act to a c t a s t r u s t e e , executor , adminis trator , and r e g i s t r a r of s tocks and 
bonds. Moreover, i t i s provided that i t s h a l l not be deemed t o be "in con-
t ravent ion of S ta te or l o c a l law" t o permit the e x e r c i s e of such powers by 
nat iona l banks whenever the laws of t h e p a r t i c u l a r State au thor i ze or permit 
the e x e r c i s e of such powers by S ta te banks, t r u s t companies, or other c o r -
porat ions competing wi th nat iona l banks. I t i s prescr ibed that a l l a s s e t s 
held i n any f i d u c i a r y capaci ty s h a l l be segregated from the general a s s e t s 
of the bank; t h a t a separate s e t of books and records s h a l l be kept; t h a t 
such books sha l l be open t o the i n s p e c t i o n of the State a u t h o r i t i e s ; that 
na t iona l banks s h a l l not r e c e i v e i n t h e i r Trust Departments d e p o s i t s of 
current funds subject t o check, or depos i t s of checks, d r a f t s or s i m i l a r 
instruments , that t r u s t funds deposi ted w i t h the general a s s e t s of a bank 
s h a l l be properly secured; that the owners of such funds s h a l l have a l i e n 
on the s e c u r i t i e s s e t apart t o p r o t e c t these funds and that na t iona l banks 
a c t i n g a s f i d u c i a r i e s s h a l l comply wi th the State requirements a s t o t h e 
d e p o s i t of s e c u r i t i e s w i th the State a u t h o r i t i e s ; that n a t i o n a l banks s h a l l 
not be required t o execute bonds i f S tate corporat ions under s imi lar c i r -
cumstances are exempt from such requirements; that n a t i o n a l banks shall have 
the power t o execute such bonds; that oaths or a f f i d a v i t s required may be 
executed by an o f f i c e r of a n a t i o n a l bank; that i t s h a l l be unlawful f o r a 
nat iona l bank t o lend t r u s t funds t o any bank o f f i c e r , d i r e c t o r or employee. 
In p a s s i n g upon a p p l i c a t i o n s the Federal Reserve Board i s required to take 
i n t o cons idera t ion the amount of c a p i t a l and surplus of the app ly ing bank 
and other mater ia l f a c t s , and i s proh ib i t ed from grant ing such permits t o 
na t iona l banks having a c a p i t a l and surplus l e s s than i s required of State 
banking i n s t i t u t i o n s under S ta te law. 

I s suance of $'500-41. 000-15. 000-?10. 000 
Federal Reserve Notes . 

S e c t i o n l 6 i s amended so a s t o permit the i s suance of ^Federal Reserve 
n o t e s i n denominations of $500; $1 ,000; $5 ,000 and $10,000, i n a d d i t i o n t o 
the denominations formerly permit ted . 
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Reserves of Nat ional Ba.nks i n Outlying 
D i s t r i c t s . 

Sec t ion 19 i s amended so a s to permit the Federal Reserve Board., upon 
the a f f i r m a t i v e v o t e of f i v e members, t o require n a t i o n a l banks l o c a t e d i n 
o u t l y i n g d i s t r i c t s of a reserve c i t y or i n t e r r i t o r y added t o such c i t y by 
the e x t e n s i o n of i t s corporate charter , t o maintain only such r e s e r v e s a s 
are required t o be maintained by country banks; and t o r e q u i r e n a t i o n a l 
banks s i m i l a r l y l o c a t e d i n centra l reserve c i t i e s , or i n t e r r i t o r y s i m i l a r l y 
added t o such C i t i e s , t o maintain only such r e s e r v e s a s are required to be 
maintained by country banks or by banks i n reserve c i t i e s . 

Amendments t o Sec t ion 22 . 

Sec t ion 22 i s amended so a s t o c l a r i f y and modify the e x i s t i n g pro -
v i s i o n s and i s subdivided i n t o subsec t ions (a) , (b) , ( c ) , (d ) , ( e ) , and ( f ) . 

Loans and G r a t u i t i e s t o Bank Examiners. 

Sec t ion 22 (a ) a s amended p r o h i b i t s l oans and g r a t u i t i e s t o bank e x -
aminers and prov ides p e n a l t i e s f o r v i o l a t i o n of t h a t p r o v i s i o n . 

D i s c l o s u r e s of Conf ident ia l Information. 

Sec t ion 22(b) prov ides that no nat ional bank examiner s h a l l perform 
any other s e r v i c e f o r compensation for any bank, or o f f i c e r , d i r e c t o r , or 
employee t h e r e o f . I t further f o r b i d s d i s c l o s u r e s of c o n f i d e n t i a l informa-
t i o n by examiners, p u b l i c or p r i v a t e , and provides a pena l ty f o r v i o l a t i o n 
of the p r o v i s i o n s of t h a t subsec t ion . 

Commissions on Obtaining Loans. 

Sec t ion 2 2 ( c ) p r o h i b i t s any o f f i c e r , d i r e c t o r , employee, or a t t o r n e y , 
of a member bank from r e c e i v i n g a commission or other t h i n g of va lue f o r 
procuring l o a n s or purchases or d iscounts of any commercial paper or s imi lar 
o b l i g a t i o n s . 

Purchases from and S a l e s t o D i r e c t o r s . 

Sec t ion 22(d) imposes the condi t ions under which a member bank may 
contract f o r or purchase or s e l l s e c u r i t i e s or other property where the 
other party i n i n t e r e s t i n the t r a n s a c t i o n i s a d i r e c t o r of euch bank. 

I n t e r e s t on Depos i t s of O f f i c e r s . 
Direc tors or Employees. 

Sec t ion 2 2 ( e ) p r o h i b i t s the payment of a grea ter r a t e of i n t e r e s t t o any 
o f f i c e r , d i r e c t o r , employee, or at torney than i s paid t o any other depos i tor . 
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L i a b i l i t y f o r ^-Violating P r o v i s i o n s 

S e c t i o n 2 2 ( f ) prov ides that d i r e c t o r s and o f f i c e r s of member banks 
knowingly v i o l a t i n g or permi t t ing v i o l a t i o n s of Sec t ion 22, s h a l l be l i a b l e 
i n t h e i r personal and ind iv idua l capacity f o r a l l damages which the member 
bank, a s a shareholder, or any other persons, may s u s t a i n i n consequence 
t h e r e o f . 

O v e r - c e r t i f i c a t i o n of Checks and 
Embezzlementa, e t c , , 

S e c t i o n s 5208 and 5209, Revised S t a t u t e s , which penal s e c t i o n s r e l a t i n g 
t o the o v e r - c e r t i f i c a t i o n of checks, embezzlement, a b s t r a c t i o n or w i l f u l 
mi sapp l i ca t ion of moneys, funds, or c r e d i t of nat iona l bank's by o f f i c e r s , 
d i r e c t o r s , a g e n t s or employees thereof and t o f a l s e e n t r i e s i n books, reports , 
or s tatements of rational banks with i n t e n t to in jure or defraud, on the part 
of any o f f i c e r , d i r e c t o r , agent or employee of a nat iona l bank, are made 
a p p l i c a b l e t o s i m i l a r a c t s committed by o f f i c e r s , d i r e c t o r s , agent s or 
employees of Federal Reserve Banks. 

ACT OF MARCH 3rd. 1919. 

Earnings of Federal Reserve Banks. 

Sec t ion 7 of the Federal Reserve Act i s amended so a s t o permit Federal 
Reserve Banks t o accumulate a surplus of 100$ ins tead of 40$ as h e r e t o f o r e 
provided, before paying the excess of such net earnings t o the United S t a t e s 
a s a f r a n c h i s e t a x . 

E l i g i b i l i t y of ex-Board Members 
t o serve Member Banks. 

Sec t ion 10 i s amended so a s t o permit appo int ive members of the Federal 
Reserve Board t o serve member banks a f t e r they have served the f u l l term f o r 
which they were appointed. 

Rediscount of Loans i n Excess of 1C$ secured 
by Government Bonds or Notes 

Sec t ion 11(m) which formerly authorized the Federal Reserve Board t o 
permit member banks t o carry with Federal Reserve Banks any p o r t i o n of t h e i r 
re serves required by Sec t ion 19 to be he ld i n t h e i r own v a u l t s i s s t r i c k e n 
out and there i s s u b s t i t u t e d t h e r e f o r a new s e c t i o n 11(m) which a u t h o r i z e s 
the Federal Reserve Board, upon the a f f i r m a t i v e vote of f i v e members, t o • 
permit Federal Reserve Banks t o d ; scount for member banks, paper bearing 
the s ignature or endorsement of any one borrower i n e x c e s s of 10%, but i n 
no case t o exceed 20fo of the member bank's c a p i t a l and surplus , provided 
that a l l such paper i s secured by a l i k e f a c e amount of bonds or notes of 
the United S t a t e s , i s s u e d s i n c e April 24, 1Q17- I t was designed t o broaden 
the discount powers of Federal Reserve Banks t c correspond t o the l ending 
powers of n a t i o n a l banks a s enlarged by the Act of September 24, 1918, which 
amended the Nat ional Bank Act so a s t o permit n a t i o n a l banks, under r e g u l a -
t i o n s prescr ibed by the Comptroller of the Currency, w i t h t h e approval of Digitized for FRASER 
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the Secretary of the Treasury, to lend to one person an amount i n excess 
of 10 io of t h e i r c a p i t a l and surplus, provided such loans a r e secured by 
United S ta tes bonds or c e r t i f i c a t e s of indebtedness issued a f t e r April 
24, 1917- In e f f e c t , i t amends Sections 9 and 13- I t l apses a f t e r 
December ]1, 1920. 

Engraving Signatures on National Bank Notes. 

Section 51?2 Revised S ta tu t e s i s amended so a s t o au thor i ze na t ional 
bank notes t o be signed by the engraved s igna tures of the p res iden t or 
v i ce -p re s iden t . This, i n e f f e c t , amends Section 27 of the Federal Raserve 
Act. 

ACT OF SEPTEMBER 17th. 1919. 

Section 25 was amended so a s to au thor i ze any na t iona l bank, u n t i l 
January 1, 1921, without regard to the amount of i t s c a p i t a l and surplus, 
to inves t not exceeding 5$ of i t s capi tal and surplus in the stock of one 
or more corporat ions chartered under Federal or Sta te law and p r i n c i p a l l y 
engaged in such phases of i n t e r n a t i o n a l or fore ign f i nanc i a l operat ions a s 
may be necessary to f a c i l i t a t e exports from the United S t a t e s . 

ACT OF DECEMBER 24, 1919. 

"Edge Corporations" 

A new sec t ion was added to the Act » Section 25(a) which provides f o r 
the Federal incorpora t ion of i n s t i t u t i o n s t o engage i n i n t e r n a t i o n a l or 
fo re ign banking or other f i n a n c i a l opera t ions . 

ACT OF APRIL 11. 1920. 

Graduated Discount Rates 

Section 14 i s amended so a s to au thor ize Federal Reserve Banks, subject 
t o the approval, review and determination of the Federal Reserve Board to 
e s t ab l i sh discount r a t e s graduated or progressed on the bas i s of the amount 
of the advances and discount accommodations extended by the Federal Reserve 
Bank to the borrowing bank. 

PARTXII. ACTS IN EFFECT AMENDING THE FEDERAL RESERVE ACT 

The fol lowing Acts e i t h e r d i r ec t l y a f f e c t the Federal Reserve System 
in some way or amend the Federal. Reserve Act without s p e c i f i c a l l y making 
any t ex tua l changes in the Act i t s e l f , 

CLAYTON ANTI-TRUST ACT 

The Clayton Ant i -Trust Act, approved October 15, 1914, a s amended by 
the Kern Amendment approved May 15, 191&, charges the Federal Reserve Board 
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wi th the duty of enforc ing tha t pa r t of Section 8 of the -iC lay ton Act which 
r e l a t e s to i n t e r l o c k i n g d i rec tora tes# and ves t s i n the Federal Reserve Board 
power t o permit a person to serve on not more than three banks coming wi th in 
the p roh ib i t i ons of the Clayton Act. On May 26, 1920, the Kern Amendment 
was amended so a s to au thor i ze the Federal Reserve Board to grant permits 
t o p r i v a t e bankers to serve not more than two of such banks. 

AMENDMENT TO POSTAL SAVINGS ACT 

Section 2 of the amendment t o the Postal Savings Act approved May 18, 
1916, r equ i re s pos ta l savings funds t o be deposited with member banks of 
the Federal Reserve System ins tead of non-member banks, if there a r e any 
duly q u a l i f i e d member banks i n the c i ty or town where such pos ta l savings 
deposi ts a r e made. 

FARM LOAN ACT 

Section 5 provides tha t tha t pa r t of the cap i t a l of any Federal land 
bank which i s required to be held i n quick a s s e t s may cons i s t of depos i t s 
in member banks of the Federal Reserve System. 

Section 13 au thor izes Federal land banks to deposi t t h e i r s e c u r i t i e s 
and current funds subject t o check with amy member bank of the Federal 
Reserve System. 

Sect ion 27 au thor i zes the Federal Reserve Banks and member banks of the 
Federal Reserve System to buy and s e l l farm loan bonds« 

THE LIBERT? BOM) ACTS 

Deposits of Proceeds of^ Salas 
of Liberty Bonds. 

Section 7 of the F i r s t Liber ty Bond Act, approved Apri l 24, 1917# 
Section g of the Second Liberty Bond Act, approved September 24, 1917/ and 
Section g of the Third Liber ty Bond Act, approved April 4, 1918, au thor izes 
the Secretary of the Treasury to deposit with banks and t r u s t companies, 
proceeds a r i s i n g from the sa le of Liberty bonds, c e r t i f i c a t e s of indebtedness 
and war savings stamps and exempts such depos i t s from the rese rve r e q u i r e -
ments of na t iona l banks or member banks. 

THE WAR FINANCE CORPORATION ACT 

Discount of Notes of Member Banks when 
secured by Bonds of the War Finance Corporation 

Section 3 of the War Finance Corporation Act, approved April % I9I8, 
au thor i zes the Federal Reserve Banks t o discount d i r ec t ob l iga t ions of member 
banks secured by bonds of the War Finance Corporation and to use notes so 
secured, if i t becomes necessary, a s a ba s i s f o r Federal Reserve no tes . 
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Deposi ta r ies and F isca l Agents of 
War Finance Corporation 

Section 15 of the War Finance Corporation Act, approved April 5, 1918, 
a s amended by the Victory Loan Act, approved March 3/ 1919, au thor izes the 
War Finance Corporation to deposit i t s reserve fund i n member banks or i n 
Federal Reserve Banks, and au thor izes Federal Reserve Banks to a c t a s f i s c a l 
agents and d e p o s i t a r i e s of the War Finance Corporation, 

Section 20 amended Section $202 of the Revised S t a tu t e s by adding a 
s ix th exception covering l i a b i l i t i e s incurred undor the provis ions of the 
War Finance Corporation Act. Inasmuch as Section 13 of the Federal Reserve 
Act had amended and reenacted Section 5202 of the Revised S ta tu tes , t h i s in 
e f f e c t was an amendment to Section 13 of the Federal Reserve Act. 

THE PITTMAK ACT '% 

Issuances of $1.00 and $2.00 Federal 
Reserve Bank Notes 

The Act, approved April 23, 1918, known a s the "Pittman Act" or "An 
Act t o conserve the Gold Supply", e t c . , provides tha t the Federal Reserve 
Banks may be permit ted or required by the Federal Reserve Board, a t the 
request of the Secretary of the Treasury, to i ssue Federal Reserve Bank 
notes i n any denomination, including denominations of $1.00 and $2.00 aga ins t 
the secur i ty of United S ta tes c e r t i f i c a t e s of indebtedness or of one-year 
United S ta tes gold no tes . 

TRADING WITH THE ENEMY ACT 

Control of Foreign Exchange Transactions 

The Trading with the Enemy Act, a s amended by the Act approved September 
24, 1918, au tho r i ze s the Pres iden t , t o use any agency he might se l ec t to 
control fo re ign exchange*transactions. Under au tho r i ty of t h i s Act, the 
Federal Reserve .Board was designated to perform t h i s func t ion as the agency 
of the Secretary pf the Treasury, 

ACT OF OCTOBER 22.1919. 

This Act amended Section 5202 of the Revised S ta tu t e s by adding a 
seventh exception covering l i a b i l i t i e s created by the endorsement of accepted 
b i l l s of exchange payable abroad, a c t u a l l y owned by the endorsing bank and 
discounted a t home or abroad. Inasmuch a s Section 13 of the Federal Reserve 
Act had amended and re-enacted Section 5202 of the Revised S ta tu tes , t h i s 
amendment i n e f f e c t was an amendment to Section 13 of the Federal Reserve Act* 

TRANSPORTATION ACT OF 1920. 

Section 210(d) of the Transportat ion Act of 1920, approved February 28, 
1920, provides t h a t the I n t e r s t a t e Commerce Commission or the Secretary of 
the Treasury may c a l l upon the Federal Reserve Board fo r advice and as s i s t ance 
with respec t t o any loan from the United S ta t e s t o a r a i l r o a d under au tho r i t y Digitized for FRASER 
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of Section 210 of the Ast, or any app l ica t ion f o r such loan . 

APPROPRIATION ACT OF MAY 29. 1920. 

Aboli t ion of Subtreasur ies 

That pa r t of the Appropriation Act approved May 29, 1920, which r e l a t e s 
to the .'"Independent Tr-a^sury" provides fo r the a b o l i t i o n of the subtreasur ies 
from and a f t e r July 1, 1921, and au thor izes the Secretary of the Treasury, 
i n h i s d i sc re t ion , to t r a n s f e r any or a l l of the dut ies and funct ions of the 
a s s i s t a n t t r e a s u r e r s or the subt reasur ies to the Treasurer of the United 
Sta tes , or the mints or assay o f f i c e s , or to u t i l i z e any of the Federal 
Reserve Banks ac t i ng a s depos i t a r i e s or f i s c a l agents of the United Sta tes , 
f o r the purpose of performing any or a l l of such dut ies and funct ions, 
notwithstanding the l i m i t a t i o n s of Section 15 of the Federal Reserve Act. 
The Secretary of the Treasury i s f u r t h e r authorized to ass ign any or a l l 
the rooms, vau l t s , equipment and sa fes c r i v space in the bui ldings used by 
the subt reasur ies to any Federal Reserve Bank a c t i n g a s f i s c a l agent of 
the United S t a t e s . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

October 23,1920. 
CONFIDENTIAL X-2038 

Dear S i r : 

There are enclosed, herewith copies of the c o n f i d e n t i a l 
i n s t r u c t i o n s issued by t he Secretary of the Treasury under date of 
October 19, 1920, with r e spec t to the exchange and redemption of United 
S ta t e s coin and the performance by Federal Reserve Banks of c e r t a i n 
other d u t i e s and func t ions he re to fo re performed by the S u b - t r e a s u r i e s . 
The Federal Reserve Banks d e s i r i n g to operate under these i n s t r u c t i o n s 
should advise the Board, and upon n o t i f i c a t i o n from the Board the 
Treasury w i l l give the necessary s p e c i f i c i n s t r u c t i o n s in each case 
and n o t i f y the Treasurer and Ass i s tan t Treasurer concerned. 

Thei'e i s a l s o enclosed f o r your c o n f i d e n t i a l informat ion a 
copy of a d e t a i l e d l e t t e r under date of October 19, 1920, from Ass i s t an t 
Secre ta ry of the Treasury Gi lber t to Governor Morss, of the Federal 
Reserve Bank of Boston, r e l a t i v e to the discontinuance of the Boston 
Sub-treasury and the t r a n s f e r of c e r t a i n of i t s d u t i e s and f u n c t i o n s 
to the Federal Reserve Bank cf Boston, which i t i s expected w i l l be 
accomplished on or about October 25th. 

Very t ru ly yours, 

Governor. 

Enclosures . 

To Chairmen of a l l F.R. Banks. 
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October 19 ,1920 . 

CCPY 

Charles A- Morss, Esq. t 
Governor, Federal Reserve Bank, 

Boston,Mass. 

My dear Governor: 

I have a lready acknowledged, tinder date of September 27th, the r e c e i p t 

of the l e t t e r of September 22, 1920, s igned by you and Mr. Curt i s s , t r a n s -

m i t t i n g a memorandum as to t r a n s f e r r i n g to the Federal Reserve Bank c e r t a i n 

d u t i e s and f u n c t i o n s of the sub treasury i n Boston, together w i t h a statement 

of the d u t i e s which your bank w i l l be ready to perform when the t r a n s f e r i s 

made. You have already r e c e i v e d and are operat ing under the S e c r e t a r y ' s 

general i n s t r u c t i o n s of August 30,1920, as to the handl ing of United S ta te s 

paper currency, and I am sending under separate cover c o p i e s of the new 

regu la t ions governing the handl ing of United S t a t e s c o i n and other matters 

growing out of the discont inuance of the sub t r e a s u r i e s . The s u g g e s t i o n s 

made i n the memorandum from the Federal Reserve Bank of Boston have already 

been covered in a l a r g e measure by these r e g u l a t i o n s , but I am glad to take 

them up, to the e x t e n t t h a t they are not already covered, i n the order i n 

which they appear i n the memorandum. You w i l l be f u r t h e r advised by l e t t e r 

or telegram, of the e f f e c t i v e date of d iscont inuance of the Boston sub-

treasury, and of course i f any d i f f i c u l t i e s a r i s e in connect ion w i t h the 

ac tua l d iscont inuance and t r a n s f e r , they may be taken up d i r e c t w i t h the 

Treasury or through the Committee from the Treasury which w i l l be i n Boston 

t h i s week. 

I t i s the i n t e n t i o n t o a s s i g n t o the Federal Reserve Bank the space i n 

the Federal b u i l d i n g a t Boston now occupied by the sub treasury , u n t i l such 

time as the Federal Reserve Bank i s able to occupy i t s new b u i l d i n g , and 

t r a n s f e r s t o the new b u i l d i n g the work t o be performed by i t s f o r c e i n the 
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Federal bu i ld ing . The use of the adding machines, typewri ters , sca les ot 

weighing apparatus, washing machine and trucks wi l l be t r a n s f e r r e d t o the 

Federal Reserve Bank, t h i s equipment having been purchased out of funds under 

the con t ro l of t h i s Department f o r the use of the sub t reasury . The f u r n i t u r e , 

including desks, c h a i r s , miscellaneous cabine ts , e t c . , was purchased out of 

an appropr ia t ion under the control of the Supervising Arch i tec t , and appro-

p r i a t e ac t ion w i l l be taken to have t h i s f u r n i t u r e assigned to the Federal 

Reserve Bank during i t s per iod of occupancy of the quar ters in quest ion. 

As a l ready ind ica ted , the Secretary of the Treasury wi l l send a 

Treasury committee to Boston to make a f i n a l examination of the sub t r easury 

a t which r ep re sen ta t i ves of the Federal Reserve Bark should be p resen t , and 

to supervise the t r a n s f e r of cash and other a s se t s to the Federal Reserve 

Bank -

On the quest ion of expense, the Treasury accepts as a l ready ind ica ted 

the a l t e r n a t i v e suggestion t h a t the Government bear the expense of t r anspo r t a -

t ion of United Sta tes paper currency and United S ta t e s coin, on shipnents 

between the Federal Reserve Bank and Treasury o f f i c e s . Detai led provis ions 

as to such expenses appear in the currency regula t ions and the coin r egu la t ions . 

The Treasury notes t h a t the Federal Reserve Bank now pays carrying charges on 

currency and coin shipped to and from member banks, and on currency shipments 

from non-member banks i n the d i s t r i c t in payment of remittance l e t t e r s , and 

tha t the Federal Reserve Bank proposes to continue t h i s se rv ice . In general , 

the Treasury f e e l s t h a t , inasmuch as the Federal Reserve Banks, in ac t ing 

under the r egu la t ions as to the handling of United S ta tes paper currency and 

United S ta tes coin, w i l l be performing operat ions formerly performed by 

Government o f f i c e s , i t i s of the utmost importance t h a t the operat ions be 

conducted i n such a manner that no charge of d i sc r imina t ion , however u n f a i r , 

may be l e v e l l e d agains t the new system. As to the d i sburs ing accounts 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 3 - X-2038 1 

carr i ed wi th the sub treasury by the l o c a l postmaster and the o f f i c e r s of 

the United S t a t e s Courts, i t i s imposs ible to g ive f i n a l i n s t r u c t i o n s a t 

the moment, in the absence of d e f i n i t e word from the Attorney General and 

the Postmaster General, .but i t i s hoped t h a t these accounts may be t r a n s -

f e r r e d to the Treasurer of the United S t a t e s a t Washington. A l l o ther 

d i sburs ing accounts c a r r i e d wi th the A s s i s t a n t Treasurer a t Boston w i l l be 

t r a n s f e r r e d to the Treasurer a t Washington. 

Any outs tanding "to order" gold c e r t i f i c a t e s not redeemed p r i o r to 

the date on which the t r a n s f e r i s made, may be l a t e r presented to the Federal 

Reserve Bank in Boston f o r payment, and se t t l ement made through the Gold 

Sett lement Fund i f d e s i r e d , as i n d i c a t e d i n the c o i n r e g u l a t i o n s . 

The Comptroller of the Currency has been c o n s u l t e d as t o the re turn 

of the unused n a t i o n a l bank notes now i n the custody of the A s s i s t a n t 

Treasurer i n Boston, and i t i s expected that these n o t e s w i l l be returned 

be fore t h e t r a n s f e r i s completed. Al l uncurrent, l i g h t - w e i g h t and m u t i l a t e d 

co in , w i l l be shipped t o the Mint pr ior to the date on which the t r a n s f e r 

occursv The i tem of $2456 carr i ed i n the Subtreasury accounts as a shortage 

i n currency shipment made i n April 1$18, i s a matter between the Treasury 

and the A s s i s t a n t Treasurer, which w i l l not a f f e c t the Federal Reserve Bank. 

I t i s understood from Mr. Huddle son that you do not d e s i r e a t t h i s time any 

pf the go ld c o i n now i n the sub treasury at Boston, and arrangements have 

there fore been made to have i t shipped p r i o r to the date the t r a n s f e r i s made. 

Five hundred thousand d o l l a r s , ($500,000) i n Standard s i l v e r d o l l a r s w i l l be 

r e t a i n e d and t r a n s f e r r e d to you a long with the other cash at the time the 

t r a n s f e r i s made. 

The gold c e r t i f i c a t e s c a r r i e d by the A s s i s t a n t Treasurer i n the Special 

Fund are now b e i n g shipped to Washington, and i t i s expected t h a t they w i l l 
# 

a l l be t r a n s f e r r e d p r i o r to the date of the d iscont inuance of t h e subtreasury • 
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All balances carried in the sub treasury to the official credit Of former 

Comptrollers of the Currency will be transferred to Washington* 

With reference to the un-used stock of Federal Reserve notes now carried 

in the subtreasury, you are advised that the question of transferring this 

stock to the Federal Reserve Agent has already been taken up with the Comp-

troller of the Currency and definite instructions will be forthcoming in a 

few days. The un~issued bonds carried in the sub treasury will be transferred 

to the Federal Reserve Bank, Fiscal Agency Department. Provision is also 

made in the regulations for the custody of securities now carried by the sub-

treasury, which it is desired to transfer to the Federal Reserve Bank* 

The question of the responsibili ty of the Federal Reserve Banks in per* 

forming sub treasury functions is governed in large part by the regulations 

governing the handling of United States paper currency and coin and mis-

cellaneous matters in relation to the functions now performed by the sub-

treasuries* Upon the discontinuance of the sub treasury, and transfer of the 

remaining cash, and other assets, the Federal Reserve Bank will be required, 

of course, to receipt only for currency, coin, etc., actually delivered to the 

Federal Reserve Bank- In general, the Treasury feels thst it is desirable 

from every point of view to have the Federal Reserve Banks perform the currency 

and coin functions as far as possible as a bank operation, and to keep down 

to the minimum sub treasury functions to be performed as fiscal agent of the 

United States. It will be the policy of the Treasury not to place the custody 

of the trust funds in the Federal Reserve Banks except to meet emergencies* 

Ihile the matter of cashing checks for disbursing officers desiring 

currency for pay-roll and other purposes is thought to be fully covered under 

Department Circular No* l?6t dated December 31* the new regulations, copies of 

which are being sent under separate cover, contain a further paragraph on the 

subject-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 5 - X-2058 i 9 7 8 

I f there are any outs tanding r e c e i p t s cn account of redemptions and 

exchanges of currency or c o i n a t the time the t r a n s f e r i s made, the necessary 

currency and c o i n w i l l be t rans ferred t o the Federal Reserve Bank to be h e l d 

in i t s custody and exchanged f o r the outstanding r e c e i p t s when and as p r e -

sented; there fore a separate r e c e i p t w i l l be taken f o r the aggregate amount of 

outstanding r e c e i p t s on account of redemptions and exchanges when the t r a n s f e r 

i s made. 

I t i s noted that your bank w i l l take over permanently the f o l l o w i n g 

employees: 
W i l l i s t o n Lincoln $2,500 per annum 
Alfred P. Rexford 2 ,000 #1 
Thomas E.G. Robinson 1 ,800 
Thomas J . L a l l y 1 ,600 t t 

Thomas L. Shepard 1 ,600 Yf 

J u l i a M. Lennon 1 ,200 f t 

Mary E. Cameron 1 , 1 0 0 n 
John F. Jannessy 1 , 1 0 0 ?t 

Mabel Guild 1 ,000 n 
Irene L. Stebbins 1 ,000 T* 

Thcmas F a r r e l l 900 t l 

and f u r t h e r , that under azi arrangement made with Mr. Huddles on, you w i l l take 

over temporari ly , f o r a per iod not exceeding one year , the f o l l o w i n g employees, 

wi th the understanding t h a t the Department w i l l promptly endeavor t o make 

p r o v i s i o n f o r t h e i r employment e lsewhere . 

C. Toland $2,500 per annum 
C.E. Ke l sey 2 ,250 
F . J . Small 2 ,000 
James F. Dwyer 1 , 6 0 0 
C>T- Woodman 1 ,600 
E .F .P . Hale(Miss) 1 , 600 
M.E. Leydon (Miss) 1 ,500 
TJP. White 1 , 2 0 0 " 
C.E. Anderson 1 ,000 n 

By d i r e c t i o n of the Secretary: 

R e s p e c t f u l l y , 

(Signed) S. P . GILBERT, JR. 

A s s i s t a n t Secretary of t h e Treasury. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



979 
D KLD F . H O U S T O N 

S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

W . P . G . H A R D I N G , GOVERNOR 

E D M U N D P L A T T , V I C E GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

J O H N S K E L T O N W I L L I A M S 
C O M P T R O L L E R O F T H E C U R R E N C Y 

F E D E R A L R E S E R V E B O A R D 
W . T . C H A P M A N . SECRETARY 

» . 8 . E M E R S O N , ASSISTANT SECRETARY 

w . M . I H L A Y . FISCAL A « E « T a d d r e s s r e p l y t o , 

F E D E R A L R E S E R V E B O A R D 
WASHINGTON 

October 27,1920. 

X-2040 

Subject : E l i g i b i l i t y of Paper Incident to 
Cotton Factorage Business. 

Dear Sir 

On page 10$4 of the Federal Reserve Bul le t in for November, 1919# the 
Federal Reserve Board published a ru l i ng t o the e f f e c t t h a t the note of a 
cotton f a c t o r , the proceeds of which are used by the cotton f a c t o r to lend 
to a th i rd pa r ty , i s f inance paper r a the r than commercial or a g r i c u l t u r a l 
paper and i s , t he re fo re , i n e l i g i b l e for Rediscount, even though the t h i r d 
par ty to whom such loan i s made may use the proceeds fo r a commercial or 
a g r i c u l t u r a l purpose. The Federal Reserve Board has recen t ly been requested 
t o reconsider t h i s ru l i ng . 

This r u l i n g has, in e f f e c t , been incorporated in the regu la t ions of the 
Board, Ser ies of 1920, which have jus t been issued. Section A, paragraph I I 
of Regulation A provides in par t a s fol lows; 

"The Federal Reserve Board, exerc is ing i t s s t a tu to ry r igh t 
t o def ine the character of a note , d r a f t , or b i l l of exchange e l -
i g i b l e f o r rediscount a t a Federal Reserve Bank, has determined t h a t -

(a) I t must be a note, d r a f t , or b i l l of exchange which 
has been issued or drawn, or the proceeds of which have been used 
or a re t o be used i n the f i r s t ins tance, in procuring, purchasing, 
carrying, or marketing goods in one or more of the s teps of the 
process of production, manufacture, or d i s t r i b u t i o n , or f o r the 
purpose of carrying or t rad ing i n bonds or notes of the United S t a t e s . " 

The words " in the f i r s t ins tance" did not appear i n the Board's previous 
regu la t ions and were inser ted in Regulation A of the Ser ies of 1920 for the 
express purpose of making i t c lear tha t the making of loans to t h i r d p a r t i e s 
i s a f inance, r a the r than a commercial or a g r i c u l t u r a l purpose even though 
i t appears tha t the thi rd p a r t i e s are to use the funds f o r commercial or 
a g r i c u l t u r a l purposes. 

Af te r a very f u l l and ca re fu l review of the f a c t s which have been p r e -
sented to the Board, and of the quest ions of law involved, the Federal 
Reserve Board i s of the opinion tha t the ru l ing a s published and a s i n e f f e c t 
incorporated in the Board's r egu la t ions i s correc t i n p r i n c i p l e and tha t 
under the terms of the Federal Reserve Act a s i t now stands a contrary ru l i ng 
i s not poss ib l e . I t i s urged tha t since the loans made by a cotton f a c t o r 
to h i s customers a r e merely i nc iden t a l t o the main business of the f a c t o r 
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which i s the marketing of cot ton, and since the marketing of cotton i s a 
commercial business , a cotton factory's note should be considered e l i g i b l e 
commercial paper even though the proceeds a re loaned to the f a c t o r ' s cus-
tomers, Under the terms of Section 13 of the Federal Reserve Act, however, 
the t e s t of e l i g i b i l i t y i s not the character of the business of the borrower^ 
but i s the use of the proceeds of the p a r t i c u l a r ins t rument . Inasmuch a s 
the loaning of money i s i n i t s e l f a f inance r a the r than a commercial opera-
t ion , a note the proceeds of which a r e loaned by the borrower to a t h i r d 
par ty i s i n e l i g i b l e fo r rediscount i r r e s p e c t i v e of the general character 
of the borrower 's business . 

The Board de s i r e s to ca l l a t t e n t i o n to the f a c t t h a t the r u l i n g does 
not preclude cot ton f a c t o r ' s notes from being e l i g i b l e under some circum-
stances* In the f i r s t paragraph of the ru l i ng i t was sa id : 

"* * In view of the f a c t tha t i t i s apparent from a l l the 
evidence on hand tha t the circumstances and condi t ions under 
which so-cal led cotton f a c t o r s ' paper i s issued vary so much 
in d i f f e r e n t cases., i t i s impossible to give any ca tegor ica l 
answer to the question presented, or to make any general ru l ing 
t h a t cotton f a c t o r s ' paper a s such, i e e l i g i b l e or i n e l i g i b l e 
for red iscount . " 

In r e i t e r a t i o n of t h i s statement the Board po in t s out again tha t the 
f a c t tha t a cotton f a c t o r i s the maker of a note , does not of i t s e l f determine 
the e l i g i b i l i t y or i n e l i g i b i l i t y of the note fo r r ed i scoun t . The t e s t of 
the e l i g i b i l i t y of paper i s whether i t complies with the terms of the Federal 
Reserve Act and the Board's regula t ions , and t h i s in tu rn involves the 
question of the use of the proceeds. In l a s t ana lys i s , t h i s i s a question 
of fac t and i t i s the funct ion of the Federal Reserve Banks, r a the r than of 
the Federal Reserve Board, t o determine quest ions of f a c t in the l i g h t of 
the circumstances of p a r t i c u l a r cases. As was said in the l a s t paragraph of 
the ru l ing in quest ion; 

"In order to a s c e r t a i n the necessary f a c t s i t nay be proper 
fo r a Federal Reserve Bank t o require statements or a f f i d a v i t s 
from the maker of the note a s t o the exact na ture of the t r a n s -
ac t ion out of which i t a r i s e s . With these p r i n c i p l e s a s a guide, 
the Federal Reserve Bank must determine the e l i g i b i l i t y of any 
p a r t i c u l a r paper i n the l i g h t of the circumstances i n which i t 
was issued, and i t s proceeds disposed o f . " 

In connection with the request made to the Federal Reserve Board tha t i t 
reconsider i t s previous ru l ing , the argument was nade t h a t Section 13 of the 
Federal Reserve Act makes notes of cotton f a c t o r s e l i g i b l e f o r rediscount 
when secured by cotton, i r r e s p e c t i v e of whether or not the proceeds have been 
or a re to be, used f o r commercial or a g r i c u l t u r a l purposes. I t was urged 
tha t t h i s i s the e f f e c t of t h a t pa r t of Section 13 which immediately follows 
the d e f i n i t i o n of e l i g i b l e commercial and a g r i c u l t u r a l paper and which provides 
tha t -

"Nothing i n t h i s Act contained sha l l be construed t o 
p roh ib i t such notes , d r a f t s and b i l l s of exchange, secured by 
s taple a g r i c u l t u r a l products , or other goods, wares or mer-
chandise from being e l i g i b l e fo r such discount; but such 
d e f i n i t i o n sha l l not include notes , d r a f t s , or b i l l s covering 
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merely investments or issued or drawn f o r the purpose 
of carrying or t r ad ing in stocks, bonds or other i n v e s t -
ment s e c u r i t i e s , except bends and notes of the Government 
of the United S t a t e s , " 

The Board i s of the opinion tha t the word "such", qua l i fy ing notes, d r a f t s 
and b i l l s of exchange, in the clause quoted must necessa r i ly be construed as 
r e f e r r i n g t o notes , d r a f t s and b i l l s of exchange defined above, t ha t i s , notes, 
d r a f t s and b i l l s of exchange which a re e l i g i b l e by reason of the fac t tha t the 
proceeds have been or a re t o be used for a g r i c u l t u r a l , i n d u s t r i a l or commercial 
purposes, The Board i s of the opinion, the re fore , tha t the provis ion quoted 
i s merely a dec la ra t ion tha t paper which i s e l i g i b l e f o r rediscount by reason 
of the use of the proceeds i s not made i n e l i g i b l e by reason of being secured, 
and tha t the provis ion cannot be construed, a s the Beard was urged to construe 
i t , to make e l i g i b l e f o r rediscount paper which i s secured i n the manner 
spec i f ied but which i s not e l i g i b l e commercial ot a g r i c u l t u r a l paper as defined 
i n the preceding pa r t of the Section* 

This being so, the prec ise meaning of the phrase "covering merely i n v e s t -
ments" i s of no importance in the case under considerat ion. The clause in 
which t h i s phrase appears provides in e f f e c t tha t "notes, d r a f t s and b i l l s 
covering merely investments" shal l under no circumstances be e l i g i b l e . This 
cannot, of course, be construed as an a f f i rma t ive enactment making e l i g i b l e 
a l l paper other than tha t "covering merely investments." The clause merely 
adds another condition with which paper must comply i n order to be e l i g i b l e 
fo r rediscount . Since the Board has determined tha t paper, the proceeds of 
which have been used to lend to a t h i rd par ty does not meet the requirement 
a s to the use of the proceeds for a commercial or a g r i c u l t u r a l purpose, such 
paper i s i n e l i g i b l e i r r e spec t ive of whether or not i t i s paper "covering 
merely investments", 

The Federal Reserve Board has f requent ly suggested t h a t if t he cotton 
f a c t o r s loans to customers were evidenced by the customers1 notes these notes 
could be endorsed and discounted by the f a c t o r and might then be e l i g i b l e fo r 
rediscount by Federal Reserve Banks upon s a t i s f a c t o r y evidence t h a t the pro-
ceeds of the loans represented by the notes have been, or a r e to be, used for 
a g r i c u l t u r a l or commercial purposes. The Board has a l so had occasion to rule 
recent ly t h a t d r a f t s drawn by cot ton growers, accepted by a cooperative 
marketing a s soc ia t ion organized f o r the purpose of marketing the cotton de-
l ivered by the growers, and discounted by the growers a t t h e i r banks, tray be 
e l i g i b l e fo r rediscount by Federal Reserve Banks when i t i s shown tha t the 
proceeds of the accepted d r a f t s have been, or a re t o be, used by the growers 
for a g r i c u l t u r a l purposes. The p r i n c i p l e of t h i s r u l i ng i s ,o f course, 
appl icable to cotton f a c t o r s a s well a s to cooperative marketing a s soc i a t i ons , 
so tha t under i t d r a f t s of cotton producers or owners drawn upon and accepted 
by the cotton f a c t o r s may be e l i g i b l e f o r rediscount by Federal Reserve Banks 
when discounted by the drawers. This would not be t r u e , however, if the f ac to r 
should r e t a i n the d r a f t s a f t e r acceptance and should discount them a t h i s 
bank. In t h a t case the f ac to r and not the producer would be the borrower 
i n the f i r s t ins tance and the use of the proceeds by the f a c t o r would deter-*-
mine the e l i g i b i l i t y of the d r a f t s . 
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The Board understands that i t has always been the p r a c t i c e i n the 
co t ton fac torage b u s i n e s s f o r the f a c t o r 1 s l o a n s t o h i s customers t o be 
evidenced merely by open accounts , and i t has been sa id that i t i s not 
p o s s i b l e t o change that p r a c t i c e , e s t a b l i s h e d by long custom, so a s t o 
require customers t o give t h e i r no te s to evidence these l o a n s . The Federal 
Reserve Board cannot help but f e e l that t h i s d i f f i c u l t y w i l l not prove a s 
great a s i s f eared , This i s not the f i r s t time that the p l e a has been 
made that b u s i n e s s usage does not permit of compliance wi th requirements 
which those admin i s t er ing t h e Federal Reserve System cons ider mandatory a s 
a matter of law or e s s e n t i a l a s a n a t t e r of banking prudence, and i n many 
i n s t a n c e s , notably with respect t o the requirement of borrower's s t a t e m e n t s , 
what has a t f i r s t seemed imposs ib le has proved by experience t o be both 
p r a c t i c a b l e and b e n e f i c i a l . 

Another sugges t ion has been made by one of the Federal Reserve Banks 
which may be of a s s i s t a n c e t o cot ton f a c t o r s , when the f a c t o r s e l l s cot ton 
on c r e d i t terms which are customary and which are not u n n e c e s s a r i l y or 
unreasonably long , i f the purchaser g i v e s a note , or a c c e p t s a draf t drawn 
on him by the f a c t o r , for the amount of the purchaser ' s o b l i g a t i o n , that 
note or accepted d r a f t w i l l have been "issued or drawn" for a commercial 
purpose w i t h i n the meaning of Sect ion 13 of the Federal Reserve Act and 
w i l l be e l i g i b l e f o r rediscount by Federal Reserve Banks i f i t complies 
i n other r e s p e c t s wi th the law and the Board's r e g u l a t i o n s . 

Very tru ly yours, 

Cover cor. 

To Governors and Federal Reserve Agents . 
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DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

' CHAIRMAN 

EX OFFICIO MEMBERS 

F E D E R A L R E S E R V E B O A R D 

W. P. 6. HARDING. GOVERNOR 
EDMUND PLATT, VICE GOVERNOR 
ADOLPH C. MILLER 

CHARLES S. HAMLIN 

HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY W. T. CHAPMAN , SECRETARY 

R. G. EMERSOft, ASSISTANT SECRETARY 
W. M. IMLAY. FISCAL AGENT A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD WASHINGTON 

October 28 , 1920. 

X-2C41 

Subject : Absorption by Federal Reserve Banks 
of F i s c a l Agency Expenses. 

Dear S i r : 

There i s enclosed herewith, f o r your information, copy 
of a l e t t e r addressed to the Board by the A s s i s t a n t Secretary 
of the Treasury i n Charge of F i sca l A f f a i r s , r e l a t i v e to the 
absorpt ion by Federal Reserve Banks of overhead charges i n 
connect ion with t h e i r f i s c a l agency func t ions . 

The Board has r e p l i e d that whi le i t i s anxious to cooperate 
wi th the Treasury i n every way i n connection with the discharge 
of f i s c a l agency func t ions by the Federal Reserve Banks, there 
might come a time when the absorpt ion of overhead charges might 
jeopardize d iv idend payments by the Federal Reserve Banks. The 
sugges t ion made by the Ass i s tant Secretary of the Treasury was, 
t h e r e f o r e , agreed t o for the period ending June JO, 1922, and the 
Treasury has been so advised , wi th the further statement that a 
renewal of the arrangement w i l l be considered from year to year1, 
p r i o r to the submission t o Congress by the Treasury of i t s annia l 
e s t i m a t e s . 

Very t r u l y yours , 

Enclosure 

Governor, 

To Governors and Chairmen of a l l F.R. Banks. 
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COPY X-2U4l a 

TREASURY DEPARTMENT 
WASHINGTON 

October 25,3-920 

My dear Governor: 

Since our exchange of Communications l a s t month regarding the f i s c a l 
agency expenses of the Federal Reserve Banks, the sub jec t has received the 
Secretary*s personal considerat ion, and he has now indica ted to me h i s f u l l 
concurrence in the views expressed in my memorandum of October 14, 1920, a 
copy of which was sent to you with my memorandum of October 20th. The 
Treasury w i l l t he re fo re continue to adhere s t r i c t l y t o t h e p r inc ip l e of r e -
imbursement fo r f i s c a l agency expenses and wi l l seek the necessary appropr i -
a t i o n s from Congress to cover the period a f t e r June 30, 1921, when the 
e x i s t i n g appropr ia t ion for expenses of loans l apse s . The Treasury does 
f e e l , however, t h a t the Federal Reserve Banks might properly absorb general 
overhead expenses, without at tempting t o a l l o c a t e any given proport ion of 
them to reimbursable f i s c a l agency expenses, and that on t h i s bas i s i t would 
be he lp fu l from every point of view to have the Federal Reserve Banks absorb 
the s a l a r i e s of executive o f f i c e r s , even executive o f f i c e r s assigned ch ief ly 
to f i s c a l agency work, charges in connection with the occupancy and opera-
t i o n of t h e i r own bui ldings and other general bank expenses. In t h i s con-
nec t ion , i t i s to be noted tha t the Federal Reserve Banks and branches i n 
sub-treasury c i t i e s w i l l , during the current f i s c a l year , be assigned sub-
s t a n t i a l amounts of sub-treasury space, and t h a t t h i s space, under the law, 
w i l l be assigned to them as f i s c a l agents of the United S ta t e s and without 
reimbursement to the United S ta t e s . 

I should grea t ly apprecia te advice a s to whether the Board agrees with 
the Treasury 's views i n the matter , and i f so, whether the Federal Reserve 
Banks w i l l be so advised, in order tha t a uniform policy may ba pursued. In 
response t o reques ts from the Treasury fo r estimated reimbursable f i s c a l 
agency expenses f o r the current f i s c a l year and f o r the f i s c a l year 1922, 
the Federal Reserve Banks have already submitted es t imates . For your i n f o r -
mation, I am a t t a c h i n g a compilation of the est imates as submitted. If the 
Board i s i n sympathy with the Treasury 's pos i t ion a s to these expenses, a s 
outl ined in t h i s l e t t e r , i t i s qui te poss ib le t h a t the es t imates submitted 
by some of the banks w i l l requi re rev is ion , with a view t o the e l iminat ion 
of ce r t a in of the general overhead expenses. 

Very t ru ly yours, 

(Signed) S.P. Gi lber t , J r . , 
Assis tant Secretary of the Treasury, 

Honorable W.P.G. Harding, 
Governor, Federal Reserve Board. 
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W . P. G. H A R D I N G , GOVERNOR 

E D M U N D PLATT . V l C E GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

HENRY A. MOEHLENPAH 

W . T. C H A P M A N . SECRETARY 

R. G. E M E R S O N . ASSISTANT SECRETARY 

W. M. INLAY, FISCAL AGENT 

October 27,1920. 
X-2042 

Subject : E lec t ion of Class A 
and Class B Di rec to r s . 

Dear S i r : 

The Federal Reserve Board advised the Chairmen of a l l Federal Reserve 
Banks by i t s c i r c u l a r l e t t e r dated September 7, 1920, (X-2Q07) tha t the 
c l a s s i f i c a t i o n of member banks in to e l ec to ra l groups f o r the coming 
e l ec t i on of Class A and Class B d i r ec to r s to succeed the d i r e c t o r s whose 
terms w i l l expire on December 31, 1920, shbuld be upon the same bas i s a s 
prescr ibed by the Federal Reserve Board i n i t s l e t t e r of October 3 / 1 9 1 2 
(X-1240), and tha t the Board had designated Tuesday, November l 6 , 1920, a s 
the date f o r the opening of the p o l l s for the e l ec t i on of such d i r e c t o r s . 

Under the terms of Section 4 of the Federal Reserve Act aa amended 
September 26, 1918, each member bank i s permitted to nominate to the Chair-* 
man of the Board of Direc tors of the Federal Reserve Bank of the d i s t r i c t 
one candidate fo r d i r e c t o r of Class A and one candidate f o r d i r ec to r of 
Class B, and the candidate so zlominated sha l l be l i s t e d by the Chairman 
ind ica t ing by whom nominated, and a copy of said l i s t s h a l l , w i th in f i f t e e n 
days a f t e r i t s completion, be furnished by the Chairman t o each member bank. 
Section 4 then provides tha t -

"Each member bank by a reso lu t ion of the board or by 
an amendment.to i t s by-laws sha l l au thor ize i t s p res iden t , 
cash ier , or seme other o f f i c e r to cast the vote of the member 
bank i n the e l ec t ions of Class A and Class B d i r e c t o r s . 

"Within f i f t e e n days a f t e r r ece ip t of the l i s t of candi-
da tes the duly author ized o f f i c e r of a member bank sha l l c e r t i f y 
to the chairman h i s f i r s t , second, and other choices f o r d i r ec to r 
of Class A and Class B, respec t ive ly , upon a p r e f e r e n t i a l ba l l o t 
upon a form furnished by the chairman of the beard of d i r e c t o r s 
of the Federal Reserve Bank of the d i s t r i c t . Each such o f f i c e r 
sha l l make a cross opposite the name of the f i r s t , second, and 
other choices f o r a d i r e c t o r of Class A and f o r a d i r e c t o r of 
Class B, but sha l l not vote more than one choice f o r any one 
candidate . * * * * * * * * * * * * * * * * * 
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"Any candidate having a major i ty of a l l votes cas t i n the 
column of f i r s t choice sha l l be declared e l ec t ed . If no candi-
date have a major i ty of a l l the votes i n the f i r s t column, then 
there sha l l be added together the votes cast by the e l e c t o r s f o r 
such candidates i n the second column and the votes cast f o r the 
several candidates i n the f i r s t column. If any candidate then 
have a major i ty of the e l ec to r s voting, by adding together the 
f i r s t and second choices, he shal l be declared e l ec t ed . If no 
candidate have a najojr i ty of e l ec to r s voting when the f i r s t and 
second choices sha l l have been added, then the votes cas t i n the 
t h i r d column f o r other choices shal l be added together i n l i k e 
manner, and the candidate then having the highest number of 
votes sha l l be declared e lec ted . An immediate r epor t of e l ec t ion 
sha l l be dec la red ." 

While i t i s opt ional with member banks whether or not they sha l l nominate 
candidates fo r Class A or Class B d i r ec to r s , under the terms of the provis ions 
j u s t quoted i t i s mandatory upon each member bank to au thor ize , by a r e so lu -
t i on of the board of d i r e c t o r s or by an amendment to i t s by-laws, some o f f i c e r 
t o cast a vote i n behalf of the bank in the e l ec t ions of such d i r ec to r s , and 
upon the o f f i c e r so author ized t o c e r t i f y t o the Chairman of the Federal 
Reserve Bank h i s f i r s t , second and t h i r d choices f o r such d i r e c t o r s . Inasmuch 
as each Class A or Class B d i r ec to r i s e lected by one group of member banks, 
nominations may be made and b a l l o t s shal l be cast only by those member banks 
which belong to the group which i s t o p a r t i c i p a t e i n the p a r t i c u l a r e l e c t i o n . 

The law a l s o makes i t mandatory upon the o f f i c e r cas t ing the ba l lo t t o 
designate h i s f i r s t , second, and other choices and provides t h a t under some 
circumstances votes f or second and t h i r d choices may determine the e l ec t i on . 
The Federal Reserve Board has he re to fo re ruled tba-t when the re a r e th ree or 
more nominees no ba l l o t i s va l id unless the f i r s t , second and t h i r d choices 
a r e designated thereon. 

In order t h a t each member bank belonging t o a group which i s t o e l ec t a 
Class A or a Class B d i r ec to r w i l l p a r t i c i p a t e i n the coming e l ec t ion of such 
d i r ec to r s , you a re requested to point out to member banks t h a t t he terms of 
the Federal Reserve Act a r e mandatory with respect to the au tho r i za t i on of 
o f f i c e r s to cast the votes of member banks and with respect to the cas t ing by 
the o f f i c e r s so author ized of b a l l o t s designat ing the. r e q u i s i t e number of . 
choices* 

Yours very t r u l y , 

Governor. 

To Chairmen of a l l F.R. Banks. 
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F E D E R A L R E S E H v E ti J A K D . 98*7 
STATEMENT FOR TEE PRESS 

October 3 0 , i g ? 0 . 

For r e l e a s e i n morning papers, X~2043 
November 1, 1920, 

The f o l l o w i n g ia a review of general bus ines s 
and f i n a n c i a l condi t ions throughout the s e v e r a l 
Federal Reserve D i s t r i c t s during the month of 
October, a s contained in the forthcoming i s s u e 
of the Federal Reserve B u l l e t i n , 

October has bean a month of continued t r a n s i t i o n i n b u s i n e s s . 

Economic and b u s i n e s s readjustment, which has been much i n evidence i n 

recent months, i s s t i l l i n p r o c e s s . The f a c t o r s involved i n the present 

readjustment process are e s s e n t i a l l y the same as those which have been 

observed and noted i n the past i n per iods of acute t r a n s i t i o n , and inc lude , 

conspicuous ly , p r i c e changes, uncerta inty regarding fu ture Market con-

d i t i o n s , and s lackening or suspension of a c t i v i t y i n important l i n e s of 

indus try . In a nat iona l survey of condi t ions , however, i t may f a i r l y be 

sa id t h a t the economic and b u s i n e s s s i t u a t i o n i n the United S t a t e s i s 

showing much inherent s trength and an a b i l i t y to a t t a i n a p o s i t i o n of 

r e l a t i v e s t a b i l i t y through an orderly t r a n s i t i o n . Considering the i n -

d u s t r i a l d i s l o c a t i o n s , the commercial d i s o r g a n i z a t i o n , and the f i n a n c i a l 

derangements occas ioned by the Great War everywhere throughout the world 

i n one degree or another, recovery and r e s t o r a t i o n are proceeding apace 

i n the United S t a t e s , and the natural f o r c e s i n evidence which mate f o r 

s t a b i l i z a t i o n carry assurance f o r the f u t u r e . 

Price r e v i s i o n s i n t e x t i l e l i n e s and i n other branches of wearing 

appare l , a s w e l l a s i n numerous s t a p l e commodities, have been the ou t -
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s tanding elements in the s i t u a t i o n , just a s during the preceding month. 

Caution i n buying, due to a bel ief tha t p r i ce readjustment i s not yet 

complete, has been a noteworthy f a c t o r , and in some quar te r s has tended 

to slow down the a c t i v i t y of r e t a i l t rade, although more apparent in 

wholesale t r ade . Crop y i e ld s have on the whole j u s t i f i e d the expectat ions 

expressed a t the opening of the month. Banking reserves have held t h e i r 

o.vn during the month and there has bean a steady improvement i n the l i -

quid i ty of paper. Labor i s l e s s f u l l y employed. Notwithstanding some 

sporadic cuts i n wages here and there the general pos i t ion i s about a s 

good a s i t has been so f a r a s ac tua l payments or r a t e s of wages a re concerned. 

In D i s t r i c t No, 1 (Boston) there i s some curtai lment of production 

due to the uncer ta in ty of p r i ces , mi l l s in various cases maintaining t h e i r 

lessened schedule of hours. Nevertheless there i s a general undercurrent 

of convict ion tha t present condit ions a re temporary* 

D i s t r i c t No. 2 (New York) repor t s improvement in investment outlook, 

enlargement of savings deposi ts , advance in l i b e r t y bond p r i c e s , a broader 

b i l l market, b e t t e r new f inancing, slow expansion in demand fo r stocks, 

decl ine i n many exports, lower p r i c e s , and a tendency to recess ion in em-

ployment. 

D i s t r i c t No. 3 (Phi ladelphia) s t a t e s t h a t there i s a diminution in 

demand for goods and tha t l i t t l e new business i s being booked. Fluctuat ion 

of p r i c e s has i n t e r f e r e d with the r e s t o r a t i o n of s tab le business condi t ions . 

D i s t r i c t No. 5 (Richmond) s t a t e s t h a t the p r i c e recess ion movement has 

broadened and t h a t , due to t h i s s i t u a t i o n and i t s extension t o farm products, 

there has been some h e s i t a t i o n i n bus iness . 

In D i s t r i c t No. 6 (At lan ta) the re i s a c t i v e r e t a i l t r ade , but the crop 

outlook has become l e s s favorable for c e r t a i n products , while v a r i a t i o n in 
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lumber p r i c e s has been reduced to a minimum and coal and i ron are somewhat 

harassed by s t r i k e c o n d i t i o n s . 

In D i s t r i c t No. 7 (Chicago) the bus iness s i t u a t i o n i s s t i l l confused 

by counter currents of opinion, with buying somewhat r e s t r i c t e d and pr i ce 

readjustments p r e s e n t i n g some problems to be overcome by producers and 

t r a d e r s . 

D i s t r i c t No. 8 ( S t - L o u i s ) f i n d s fundamental c o n d i t i o n s s a t i s f a c t o r y , 

but i n a l l l i n e s there i s hes i tancy i n purchasing goods f o r future r e q u i r e -

ments- Uncertainty a s to future p r i c e s i s the chief o b s t a c l e i n the way 

of recovery . 

In D i s t r i c t No. 9 (Minneapolis) crops are l a r g e , grain i s moving 

s t e a d i l y t o market and r a i l r o a d e f f i c i e n c y has improved, but there have 

been d e c l i n e s i n copper and i r o n production, in b u i l d i n g permits , and i n 

lumber output . Crop-moving needs have required l a r g e note i s s u e s . 

In D i s t r i c t No# 10 (Kansas City) p r i c e r e c e s s i o n s and readjustments 

have been steady but wi thout s er ious disarrangements, wh i l e r e t a i l trade 

and consumption are proceeding q u i e t l y and the labor outlook i s f a v o r a b l e . 

The coal supply i s somewhat l a r g e r . 

In D i s t r i c t No. 11 ( D a l l a s ) abundant conf idence i n under ly ing condi -

t i o n s and i n the fu ture of trade are expressed, wh i l e the seasonal peak <?f 

cred i t has been passed . There has been some shrinkage i n who le sa l e trade, 

but r e t a i l trade i s l e t g e r , t r a n s p o r t a t i o n i s b e t t e r and the labor outlook 

improved. 

In D i s t r i c t No. 12 (San Franc isco) bus iness c o n d i t i o n s i n d i c a t e a 

per iod of t r a n s i t i o n . R e t a i l t r a d e i s s t a b l e , d e s p i t e a w a i t i n g a t t i t u d e 

among the p u b l i c . Good crops have been grown, but i n the wool and cot ton 

fegiAB&eJtiiere i s d i s s a t i s f a c t i o n wi th p r i c e s , whi l e lumber i s i n l e s s demand 

than h e r e t o f o r e . Grain markets have been s l u g g i s h and d e c l i n i n g . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



x. J 3
 9 9 0 

The a g r i c u l t u r a l s i t u a t i o n may be charac ter ized a s one of l a rge y i e ld s 

and f a l l i n g p r i c e s f o r the p r inc ipa l crops, accompanied by a s p i r i t of d i s -

s a t i s f a c t i o n among a l a r g e pa r t of the farming community, with a d i spos i t ion 

i n many cases t o hold crops ra the r than to s e l l th»m a t p r e v a i l i n g leve ls* 1 

The Government est imate of corn production has been f u r t h e r increased as of 

October 1 to 3,216,000,000 bushels, which i s the l a r g e s t crop on record-

Some increase in the y ie ld of oats i s indicated, the e s t i m t e now being 

1,444,000,000 bushels, but a decrease i n the case of spring wheat from the 

September 1 est imate brought the f igu re to 751,000,000 bushels, which i s 

below the 1919 es t imate . Threshing i s i n progress , and seeding i s well under 

way. 

D i s t r i c t No. 9 (Minneapolis) "has produced the l a r g e s t corn crop in i t s 

h i s to ry" , estimated a t over 260 mi l l ion bushel, and the fo recas t of the oats 

crop, 28 mi l l ion bushel, i s a l s o l a r g e . , the combined crops thus being "a 

more important f a c t o r i n the a g r i c u l t u r a l p rosper i ty of the West than the 

t o t a l wheat crop", which i s estimated a t only l4S mi l l ion bushels . Conditions 

i n general a r e repor ted a s favorable for f a l l plowing and seeding. In 

D i s t r i c t No. 10 (Kansas City) most of the corn was mature enough to escape 

any great damage from the ear ly f r o s t s during the l a s t week 6f September. 

Seeding of winter wheat has progressed rapidly under favorable weather and 

s o i l condi t ions . Threshing of t h i s y e a r ' s winter wheat from the stack i s 

progress ing slowly, while harves t ing of spring wheat was general ly completed 

in Colorado and Wyoming and th resh ing i s in progress . In D i s t r i c t No, 7 

(Chicago) "production has been stimulated by the seasonable weather t ha t has 

p reva i led everywhere, except in southern Michigan." In D i s t r i c t No. 4 

(Cleveland) "the a g r i c u l t u r a l year has been very favorable" , wheat being the 

only p r inc ipa l crop below the average, but " there i s r a the r a s t rong under-

tone of d i s s a t i s f a c t i o n among farmers a t the present time over the p r ice 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



99JL 

s i t u a t i o n . " "Preliminary f o r e c a s t s of good crops" i n D i s t r i c t No. 12 

(San Franc i sco ) "have been j u s t i f i e d by t h e h a r v e s t , which i s now p r a c t i c a l l y 

complete ." Farmers have bean h o l d i n g gra in f o r b e t t e r p r i c e s , whi le buyers 

have been slow t o accumulate s t o c k s . 

A decrease of 75.-000, 000 pounds from t h e September 1 f i g u r e brings the 

October 1 e s t imate of tobacco product ion t o 1 , 4 7 9 , 0 0 0 , 0 0 0 pounds. Prospects 

f o r the crop i n D i s t r i c t No, 3 ( S t . L o u i s ) are reported "fa ir" and "there i s 

l e s s apprehension r e l a t i v e t o y i e l d than to marketing c o n d i t i o n s . " The 

tobacco crop in D i s t r i c t No. 5 (Richmond) i s es t imated a t 22 t o percent „ 

l a r g e r than l a s t y e a r ' s y i e l d . Low p r i c e s a t the opening of the markets 

caused zany farmers t o show a s trong tendency to hold t h e i r crops, but p r i c e s 

advanced s t e a d i l y during September and e a r l y October. I t i s s t a t e d that 

the b e s t tobacco i s be ing purchased f r e e l y , but low grades are not i n demand. 

The Government f o r e c a s t on October 1 of the y i e l d of co t ton for the 

country a s a whole was 1 2 , 1 2 3 , 0 0 0 b a l e s , a s compared w i t h a September 1 f o r e -

c a s t of 1 2 , 7 8 3 , 0 0 0 b a l e s . The d e t e r i o r a t i o n i s s t a t e d to have bean l a r g e l y 

the r e s u l t of the a c t i v i t y of w e e v i l s and worms, f o l l o w i n g "an unusually 

wet growing season", a l though i n c e r t a i n s e c t i o n s , such a s F lor ida , i t i s 

a s c r i b e d more l a r g e l y to thei adverse weather c o n d i t i o n s . In many s e c t i o n s 

there i s p r a c t i c a l l y no top crop. Never the les s , i t i s reported from D i s t r i c t 

No. 11 (JJallas) that the "most of the new crop i s much 

super ior i n q u a l i t y t o l a s t y e a r ' s crop," F i f t y - s e v e n of s e v e n t y - s i x Texas 

c o u n t i e s from which data were obtained, r epresent ing 40 per cant of the e s -

t imated t o t a l product ion for the S ta te , report marked improvement i n the 

q u a l i t y of the 1920 crop. Very l i t t l e of the ear ly g innings were wi thhe ld 

from the market, but during October the d e c l i n e i n the p r i c e of the s t a p l e 

gave "a d i s t i n c t check t o the marketing movement." A goodly p o r t i o n of t h e * 

South Texas crop was s o l d be fore the heavy d e c l i n e i n the market. P ick ing 
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has been p r a c t i c a l l y completed i n the southern t i e r of counties i n the 

d i s t r i c t and i n the cen t ra l zone half has been gathered, but in the northern 

t i e r t h e crop i s about 30 days l a t e , and picking has only " ju s t f a i r l y 

s t a r t e d " . L i t t l e shortage of p ickers i s repor ted , picking i s proceeding 

well i n most sec t ions of D i s t r i c t s Nos. 6 and 8 (Atlanta and St,Louis)* 

In Miss iss ippi "ginning i s slow and farmer8 general ly a r e holding f o r be t t e r 

p r i c e s . " In D i s t r i c t No, 8 the crop "has moved slowly t o date and a t a 

sharp reduct ion i n p r i c e s . " September cotton on 18 markets i n North and 

South Caroling brought about 7 cents l e s s than four wesks previous ly , but 

cot ton seed brought an average of $40 a ton a s aga ins t $30 a month ago. 

In connection with a g r i c u l t u r a l products, however, i n t e r e s t a t t h i s 

season of the year now centers more l a rge ly in the movement of crops t # 

market and the p r i c e s r ea l i zed- Grain in D i s t r i c t No. 9 (Minneapolis) i s 

"moving to market more r ap id ly" . I t i s estimated t h a t 3&i^ of the new wheat 

crop in South Dakota, 22$ in Montana, 21$ in Minnesota, and 20$> in North 

Dakota had moved from the farms by October 1, and shipments from country 

e l eva to r s increased because of b e t t e r r a i l r c a d condi t ions . "The movement 

of g ra in from the Northwest", says the Minneapolis repor t , "may best be 

measured by combined grain r e c e i p t s a t Minneapolis and fiuluth. Dutring 

September these were 37*336,975 bushels, or double those of August and of 

September 1919. These f i g u r e s ind ica te tha t there has been a very s a t i s -

fac tory movement of g ra in from the Northwest in the month of September, and 

consider ing the f a c t t ha t a very l a rge par t of the Minneapolis r e ce ip t s i n 

August and September, 1919. were nade up of southwestern winter wheat, the 

comparative showing f o r the northwestern Sta tes i n the t o t a l movement fo r 

the season since August 1 i s except ional ly favorab le . The wheat r e c e i p t s a t 

Duluth from August 1 to September 30 included 7>564,084 bushels of durum, 

2,150,6c6 bushels of spring wheat, and only 125,720 bushels of winter wheat. Digitized for FRASER 
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It i s est imated that between JO and $0 per cent of the durum wheat produced 

i n t h i s country i s exported to Europe. In visw of t h i s f a c t , i t i s p l a i n 

that the European demand has f i x e d the durum p r i c e ; and through the European 

demand for durum wheat the p r i c e of spring wheat has a l s o been influenced* 

The continuous demand of the European market f o r our products i s one of the 

most important f a c t o r s f o r us t o consider now in connection with the a g r i -

cu l tura l and bus iness s i t u a t i o n i n the Northwest. As Europe i s s t i l l buying 

very l a r g e l y w i th cred i t , the sa le of wheat w i l l inev i tab ly be a f f e c t e d by 

the degree of success a t tending the purchase of European s e c u r i t i e s in t h i s 

country," 

"The large production of a l l crops, the increased volume of g t a i n re -

c e i p t s , and the d i f f i c u l t u e s a t tending the f inanc ing of ;European c r e d i t s 

i n t h i s country, have a l l had the ir e f f e c t in depressing the p r i c e of the 

grains* Pr ice changes for the month in grains and f l o u r were uniformly 

downward, as i s shown in the fo l lowing t a b l e : 

September Daily Closing Pr i ces Sect. ] 0 
August 31 ~ High " Lew' Sspt. 30 

Cash wheat ' ——— — — 
No. 1 dark Nor. 2 , 47 -2 .57 2 .6s^J2-75i 2.35^-2.45-^- 2.35-5-2.U5i 
Cash corn 
No. 3 yel low - 1 , 4 0 - 1 , 4 2 1 , 3 6 - 1 . 4 0 1 . 0 2 - 1 , 0 3 1 . 0 2 - 1 . 0 3 
Cash oa t s 
No. 2 w h i t e 6 1 i - 6 3 i 61-1/0-62-5/8 5 2 s - 5 3 1 5 2 - 5 / 8 - 5 3 - 5 / 8 
Flour-Washbum Cros* 
by's G-old Medal gg 
l b . cotton sacks 13-00 13-50 12 .1$ 12.15 
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The gra in markets in D i s t r i c t No. 10 (Kens as tiity) during September 

were " e r r a t i c and unse t t l ed because of wide sweeps in p r i c e s | i a which 

wheat, corn, and oats decl ined to the lowest l eve l s since the war*1' Due 

p r i n c i p a l l y to a d i s p o s i t i o n on the par t of farmers , as a r e s u l t of these 

dec l ines , t o hold wheat, September wheat r e c e i p t s a t markets i n the 

D i s t r i c t were 10$ below August and 25$ below September "Declines 

in corn p r i ce s were no less remarkable than the decl ine in wheat p r i c e s . " 

In D i s t r i c t Wo. 11 (Dal las) September showed a heavy increased wheat 

movement, and i t was est imated tha t by October 1, 71$ of the crop had 

been marketed! Slow movement of crops i s reported in most of the 

S ta tes of D i s t r i c t No. 7 (Chicago). Very l i t t l e small g ra in has been 

moved in Iowa, while in Indiana r e s t r i c t e d t r anspo r t a t i on f a c i l i t i e s and 

decl in ing markets are r e t a rd ing the movement. 

Flour production in D i s t r i c t No- 9 (Minneapolis) during the fou r 

weeks ending September 25 was the same as during the f o u r weeks ending 

August 28, although only two t h i r d s of the output a year ago. In 

D i s t r i c t No- 10 (Kansas City) production during the same period was l i k e -

wise l e s s than a year ago, although the dec l ine was only 25.9$. The 

l a t t e r D i s t r i c t ascr ibes the slowing down of mi l l ing operat ions " l a rge ly 

to the general dec l ine of the wheat market l a t e in September and a t the 

beginning of October". Short pa ten t s made from hard winter wheat were 

quoted on October 5 a t Kansas City a t $10-90 to *11.10 per b a r r e l , as 

against $12.60 to $12-75 on September 7-

Live-stock movements are well under the heavy f i gu re s of l a s t year , 

which were swelled by the drought condit ions then e x i s t i n g . Receipts of 

c a t t l e at 15 western markets during September were 1,736,009 head, as 

compared with 1,459.565 head during August and 1,871,042 head during 
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September, 1919. the r e s p e c t i v e index numbers "being 172, 3.45, and 186. 

Receipts of sheep a t the markets during September were 1,893,312 head, 

corresponding to an index number of 139, as compared with 1,688,719 head 

during August, corresponding to an index number of 124, and 2 ,890,831 

head dur ing September, 1919. corresponding to an index number of 212. 

Receipts of hogs dur ing September amounted to 1,597»622:.head, as compared 

with 1,818,245 head dur ing August and 1,704,944 head dur ing September, 

1919, the r e s p e c t i v e index numbers being 73, 83, and 78. "A seasonal 

increase in the movement of grass c a t t l e and continued r e l a t i v e s c a r c i t y 

of corn f eds" are repor ted from Kansas C i ty . Grass f e d c a t t l e were 

anyvhere from *1.50 to *3.00 lower a t Kansas City than a t the c lose of 

August. The movement of s tockers and f e e d e r s t o the count ry was the 

heav ies t of the yea r , and m a t e r i a l l y g r e a t e r than a year ago. The l i g h t 

r e c e i p t of hogs dur ing September i s a t t r i b u t e d by stockmen in the D i s t r i c t 

t o the l a f g e c o m c rop . fceclines in c a t t l e p r i c e s , as we l l as in sheep 

and lambs, were repor ted dur ing September. In d i s t r i c t No. 11 (Dal las ) 

there was a no tab le inc rease i n the supply.of hogs. The c a t t l e mafket 

was "weak and l i s t l e s s " . Hogs and sheep were in b r i s k demand, bu t a t the 

c lose of the month the p r i c e s of the former dec l ined as a r e s u l t of the 

drop in the c o m market . During September " the re were heavy runs of 

grass c a t t l e of mediocre q u a l i t y " , a t S t . Paul , s tockers and f eede r s moved 

to the country in la rge numbers e a r l y in the month but l a t e r decreased, 

and p r i c e s as compared with August "exhib i ted mixed t endenc ies . " Range 

and pas tu re condi t ions i n D i s t r i c t No. 10 (Kansas Ci ty) "are gene ra l l y 

exce l l en t f o r t h i s season of the year" , and a l l 1 ive s t o c k i s repor ted i n 

favorab le c o n d i t i o n . There has , however, been some d e t e r i o r a t i o n i n range 

cond i t ions in c e r t a i n p a r t s of D i s t r i c t No. 11, (Dal las ) due t o continued 
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dry weather, bu t on the whole s tock men in the D i s t r i c t "are well 

equipped to c a r r y t h e i r c a t t l e through the winter , having, as a r u l e , an 

adequate supply of s tock water and an abundance of f eed . " Livestock men 

in D i s t r i c t No, 12 (San Francisco) "have experienced an unsa t i s f ac to ry 

year" , and there has been a tendency to decrease the supply of s tocke r s , 

but "some movement i n the opposite d i r ec t i on i s now evident , with cheaper 

feed i n p rospec t . " 

In the lumber indust ry cance l l a t ion of orders continues and there 

have been f u r t h e r p r i ce reduct ions . On October 1, 135 mi l l s repor t ing to 

the Southern Pine Association s ta ted orders to be 44,480,224 f e e t , ship-

ments 63,735)239 f e e t , and production 62,769,56) f e e t . Normal production 

of these same m i l l s was given a t 87 , 67*4,183 f e e t . In D i s t r i c t No. 11 

(Dallas) the 28 m i l l s belonging to the Southern Pine Association located 

in tha t D i s t r i c t r epor t product ion about equal to tha t of August. Ship-

ments increased as a r e s u l t of an improvement in t r a n s p o r t a t i o n . Unfi l led 

orders of these mi l l s amounted t o only 58,448,655 f e e t , on October 1 as 

compared with 75,778,485 (August 27) . I t should be sa id , however, tha t 

fou r a d d i t i o n a l m i l l s are represented i n the l a rge r t o t a l . Excepting the 

C a l i f o r n i a redwood m i l l s , the re was a heavy f a l l i n g off in amount of new 

business taken on by the m i l l s in D i s t r i c t No. 12 (San Francisco) during 

the week ending October 2 . "The market i s reported to remain general ly 

d u l l , and seve ra l m i l l s are prepar ing to cease opera t ions ." For the four 

weeks ending September 25, 32 mi l l s belonging to the Western Pine Manufac-

tu re r s Associat ion repor t orders a t the c lose of the per iod of only 

33.075,000 f e e t , against a cu t of 102,763,000 f e e t . Corresponding f i g u r e s 

f o r the West Coast Lumbermen's Associat ion, (123 m i l l s ) a r e : orders , 

202,008,000 f e e t , and c u t , 236,440,000 f e e t , while the C a l i f o r n i a Redwood 
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Association (10 mi l l s ) shows orders amounting to 19,338,000 f e e t , and a 

put of 26,029,000 f ee t* D i s t r i c t No. 9 (Minneapolis) s t a t e s t ha t re turns 

from a se lec ted l i s t of 8 lumber manufacturers show September shipments 

and sa les about three fou r th those of August and only s l i g h t l y more than 

one-half those of September &. year ago. Reduced bu i ld ing a c t i v i t y and 

lessening of demand i n a g r i c u l t u r a l regions are the causes most f r equen t ly 

assigned f o r the f a l l i n g off in demand. 

Production of crude o i l in Kansas ahd Oklahoma in September was 

estimated to be 12,023,250 b a r r e l s , an increase of 30*5$ as compared with 

September, 1919* Production i n the Rocky Mountain f i e l d s , amounting to 

about 1,600,000 b a r r e l s , showed a s l i g h t i nc rease . The t o t a l production 

of the Mid Continent f i e l d f o r the f i r s t nine months in 1920 amounted to 

104,920,717 b a r r e l s , an increase of 22,870,471 b a r r e l s , or 27.8$, over the 

output f o r the same period in 1919' Fewer wells were completed in 

September in the Kansas, Oklahoma, and Wyoming f i e l d s than in the same 

month l a s t yea r , never the less there was an increase in new production of 

83,917 b a r r e l s , as agains t 75,296 in September, 1919* Crude o i l p r ices 

remained v i r t u a l l y s t a t i o n a r y in the D i s t r i c t . In D i s t r i c t No. 11 (Dallas) 

there was a decrease in production as compared with August, the September 

t o t a l amounting to 11,489,510 b a r r e l s , which was 854,376 b a r r e l s l e s s than 

the August t o t a l . The Central West Texas f i e l d made the b e s t showing. 

The output of the Texas Coastal f i e l d was a f f ec t ed by the f a l l i n g off in 

output of one of the l a r g e s t we l l s , whose y ie ld dropped from 20,000 to 

7,000 b a r r e l s pe r day. Also, fewer completions of new wel ls were 

recorded, and the output was l e s s i n the D i s t r i c t as compared with August. 

A t o t a l of 636 wel ls were completed, 435 of which^proved td be producers 

having an output of 80,587 b a r r e l s . In August there were 44l new pro-
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ducers , wi th an output of 103,205 b a r r e l s . Rainy weather unfavorable 

t o d r i l l i n g opera t ions i s repor ted to be respons ib le f o r the d e c l i n e . 

Crude o i l p r i c e s remained s teady in the D i s t r i c t . In D i s t r i c t No. 12, 

(San Francisco) a record product ion of petroleum i s repor ted from 

C a l i f o r n i a , the d a i l y output amounting to 304, j4o b a r r e l s . The h ighes t 

previous f i g u r e was recorded i n June, 1914, when the d a i l y average was 

302,400 b a r r e l s . The inc rease resu l t ed from new product ion in the Elk 

H i l l s . 

The fo l lowing f i g u r e s were fu rn i shed by the Standard Oil 

Company f o r C a l i f o r n i a : 

Sept. 1920 August 1920 Sept. 1919 

product ion - d a i l y average 
Shipments - " " 
Stored Stocks-end of Mo. 
New Wells Opened 

wi th I n i t i a l Daily prod. 
Wells Abandoned 

30^,340 bbl'a 
313,533 " 

23,15S,657 " 
, 55 

21,775 b b l s . 
5 

29C-r59<? bbls 
321,955 " 

23,434,464 « 
56 -

20,550 bb l s 
5 

279,169 b b l s . 
310,271 " 

24,406,753 " 
51 " 

21,330 b b l s . 
6 
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Production of a n t h r a c i t e coal i s now being a c c e l e r a t e d with the r e -

turn of the miners to work, and with a speeding up of transport a c t i v i t i e s 

the movement of coal i s "becoming more s a t i s f a c t o r y . The output during 

September, however, was 5 ,125 ,000 tons, as compared with 7 ,332 ,000 tons 

during August and 7,33j>OCO during September, 1919, the r e s p e c t i v e index 

numbers being 69, 99, and 99. The report from D i s t r i c t No. 2, (New Yoik) 

says that the Lehigh Val ley 'Rai lroad, a heavy anthrac i t e c a r r i e r , reports 

an increase of 37$ i n coal movement i n the f i r s t 15 days of October over 

the f i r s t 15 days of September and 6 . 3 $ over the same per iod l a s t year . 

The production of bituminous coal f o r September was 51 ,093,000 tons as 

compared with 48 ,389 ,000 tons during August, and 4-7,402,000 tons during 

September, 1919, the r e s p e c t i v e index numbers be ing 138, 131, and 1£8. 

The output of bituminous coal in September was the l a r g e s t f o r any month 

s ince October 1919 and while p r i c e s remain high, s l i g h t decreases are r e -

ported. According to the report of D i s t r i c t No. 3 , (Phi ladelphia^ h i g h e s t 

grade c o a l s are s e l l i n g a t about $11 to $12 and lower grades at $8.50 to 

$9 per ton f . 0. b. a t the mines. Bituminous coal r e c e i p t s at lake ports 

i n D i s t r i c t No, 4, (Cleveland) were promising, amounting to 4 ,135 ,533 v.'/BS 

loaded in to v e s s e l s as compared with. '2,505,827 in September, 1919. But 

the movement f o r the season i s s t i l l behind that f o r 1919 - be ing only 

1 5 , ^ 9 , 7 8 3 tons as compared with 18 ,514 ,130 tons i n 1919- Commercial 

d i s t r i b u t i o n within the D i s t r i c t , however, i s s t a t e d to be far from 

s a t i s f a c t o r y , reasons a l l e g e d being p r i o r i t y orders f o r lake shipments and 

for publ i c u t i l i t i e s and lack of cars . D i s t r i c t No. 5, (Richmond) reports 

b e t t e r output, f r e e r car movements and fewer labor t r o u b l e s . In D i s t r i c t 

No. 6, (At lanta) .however , mining i s i n t e r f e r e d with by the continuance of 

the s t r i k e c a l l e d September 8 in the Alabama D i s t r i c t . D i s t r i c t No. 7 , 
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(Chicago) production i s increasing with improved car supply and the 

same i s true in D i s t r i c t No. 8, (S t . Louis). There was an increase of 

2262 cars of coal moved through St. Louis in September, 1920 over 

September, 1919• D i s t r i c t No, 10, (Kansas City) also repor ts increase 

i n e f f i c i e n c y of d i s t r i b u t i o n . Notwithstanding the speeding up of lake 

shipments, coal r ece ip t s a t Lake Michigan por t s are not only below 1919 

t o t a l s but the percentage of the t o t a l going to Lake Superior por t s i s 

l e s s than l a s t year, according to the report from D i s t r i c t No. 9, 

(Minneapolis) which says that the average tonnage received per day at 

Duluth-Superior harbor during September, 1920 was 39> 2^3 tons. To equal 

the tonnage received during 1919 would require an average of 60,639 tons 

per day, and to equal the average f o r the 5 year period would requi re 

da i ly r e c e i p t s of 76,642 tons. Moreover, stocks were heavier a t 

the beginning of 1919 than 1920. In D i s t r i c t No. 10, (Kansas City) weekly 

repor ts show that mines i n Missouri and Oklahoma operated in September 

a t about 75$ of f u l l capacity, while the Kansas mines operated a t 55'5$-

Transport&tion d i f f i c u l t i e s and mine d i s a b i l i t y are the reasons given for 

the greater pa r t of time l o s t and i n addit ion labor shortage which was 

more pronounced in the Kansas f i e l d than elsewhere. The r e t a i l p r i ce of 

coal has advanced general ly throughout the D i s t r i c t , p r i c e s of bitun incus 

coal reaching $10 to $11.50 f o r bes t gTadbs of lump in Kansas City during 

the f i f s t week in October. From D i s t r i c t No. 11, (Dallas) come repor t s 

of a f u e l shortage of a serious nature in western Texas, the I n t e r s t a t e 

Commerce Commission having been pe t i t i oned to ass ign r o l l i n g stock to the 

Colorado mines in order to supply the needed coal for winter» 

Increased shipments from the Jop l in d i s t r i c t in September somewhat 

reduced surplus s tocks of zinc and lead ores in D i s t r i c t No. 10,(Kansas 

City) but severe drops in the p r i c e s of both metals are recorded, leading 
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to f u r t h e r cur ta i lment of production. During the month zinc ore price,; 

ranged from $50 as a maximum base to $40 as a minimum. Base p r i c e s fo r . 

calamine ores were $30 to $35- Lead ores f e l l i n p r i c e from $110 a t the 

beginning of the month to $80 a t the c lose, the drop being a t t r i b u t e d to 

importat ions of l ead ore from Aus t ra l i a and Mexico. In D i s t r i c t ^ 

(Minneapolis) copper production f e l l below the August f i g u r e s and 
tha t 

l e s s than fo r September, 1919* Reports from companies producing 

about 75% °f the D i s t r i c t output were as fol lows: 

POUNDS OF SEFIKED COPPER 

Per cent Per cent 
Sept. 1920 Aug-. 1920 Sept. of Sept. 1920 of 

August 1919 1919 
Michigan 9,522,837 9,581,645 99.5 13,050,802 72.9 
Montana 12.166.IIS 12.786.S15 95.2 , 14.005.975 86.8 
All copper 21,688,952 22,368,160 97.2 27,056,777 80.0 

New business in the iron aid s t ee l industry has decreased, and 

"for the f i r s t time i n many months, the market now shows some of the mi l l s 

in earnes t quest of orders", A decrease, f i r s t remarked in the demand 

from the automobile indust ry has been r e f l e c t e d in "a general ly growing 

conservatism" on the p a r t of purchasers . From D i s t r i c t No. 4, (Cleveland) 

i t i s s t a t e d tha t " e f f o r t s are now being concentrated by the consumers on 

vhe reduction of inventor ies* . Cancellat ions and holding bad? of speci -

f i c a t i o n s , as well as the decrease in new purchasing, have r e s u l t e d i n a 

material curtailment of production by some s t ee l companies. At the same 

time, there has been a decided improvement in the movement of i ron and 

s t ee l products" . P r ices have r e f l e c t e d t h i s general s i t ua t i on , and h&ve 

also been inf luenced by the drop in the p r i ce of coke. A tendency e x i s t s 
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towards eas ing of p r i c e s by ce r t a i n independent producers in the heavier 

l i n e s , such as p l a t e s , s t r u c t u r a l shapes, la rge bars , e tc . Some purchasers, 

in p a r t i c u l a r automobile manufacturers,have obtained a rev i s ion of p r i ces 

on e x i s t i n g con t rac t s , bu t i t i s s t a t ed from D i s t r i c t No, 3, (Phi ladelphia) 

that "in the main the producers are i n s i s t i n g upon the completion of the 

con t r ac t s " . In D i s t r i c t No. 4, (Cleveland) "the market s t i l l shows a 

condi t ion of l a rge demand and sustained p r ices i n some other l i n e s , notably 

those of a l i g h t e r charac te r" . As a r e s u l t of improved t r anspor t a t ion 

condi t ions in D i s t r i c t No, 6, (Atlanta) "there have been heavy movements 

of p i g i ron, cas t iron p ipe , i ron and s t ee l products out of the D i s t r i c t " . 

The u n f i l l e d orders of the United States Steel Corporation a t the close 

of September had decl ined to 10,374,804 tons, corresponding to an index 

number of 197, as compared with 10,805,038 tens a t the close of August, 

corresponding to an index number of 20$. Pig iron production during 

September was 3,129,323 tons as compared with 3,147>402 tons during August, 

the respec t ive index numbers being 135 and 136, but da i ly average production 

i n September was in excess of August* Steel ingot production during 

September was 2,999,551 tons, as compared with 3*000,432 tons during August, 

the index number f o r both months being 124, 

Cotton mi l l s continue to operate on p a r t time schedules due to lack 

of orders, and while there a te not many complete shutdowns, the percentage 

of operat ing capaci ty in the iadt is t ry i s low. D i s t r i c t No. 1, (Boston) 

r epo r t s t h a t Lowell, cot ton mi l l s are operat ing a t about 60% of capac i ty . 

Some m i l l s in the D i s t r i c t are said to be manufacturing f o r stock in the 

absence of orders . Census f i g u r e s show t h a t with t h e exception of Rhode 

Is land, the consumption of cot ton by New England mi l l s was l e s s i n September 

than in August, dropping from 168,16? ba les to l4g,442 ba les f o r the D i s t r i c t . 
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Hie ac t ive spindleage f e l l from 17,447,273 in August to 17,056,0*46 in 

September, while the cot ton held, in the mi l l s decl ined from 610,311 bales 

i n August to 531,^53 i n September. D i s t r i c t No. 5, (Richmond) r epo r t s no 

change i n the t e x t i l e s i t u a t i o n in September. The m i l l s were then working 

on back orders and f i n d i n g i t very d i f f i c u l t to get new ones even a t the 
# 

much lower quotat ions p reva i l i ng . Data secured from 33 f i rms belonging to 

the National Associat ion of F in ishers of Cotton Fabrics , which represent 

about 70$ of the white goods industry , 60% of dyed goods and 30% p r in t ed 

goods, show an average percentage of capacity operated amounting to kl% 

f o r a l l D i s t r i c t s , the percentages for D i s t r i c t No. 1, (Boston) being 36$ 

and f o r No. 2 (New York) 33$» The average number of days of work ahead 

a t the end of September fo r a l l D i s t r i c t s was 6.9 days (5-3 days in 

D i s t r i c t No. 1,(Boston) and 8 days in D i s t r i c t No. 2, (New York)) ,In D i s t r i c t 

No. l , (Boston) woolen manufacturers are said to be "in a s t a t e of wai t ing" . 

Uncertainty p r e v a i l s as to when mi l l s which have p a r t i a l l y closed wi l l be 

able to resume on a f u l l time b a s i s . At present very few orders have been 

received and p r ice reduct ions have f a i l e d to s t imulate buying f o r the 1921 

spring season. The e f f e c t of the absence of buying demand i s found in the 

market f o r raw wool, r ep resen ta t ive dea lers agreeing t h a t p r i ce s f o r stand-
since 

ard grades have decl ined May 1 about 35$ to 40$. D i s t r i c t No. 3, 

(Phi lade lphia) r epo r t s tha t woolen yarn spinners are rece iv ing p r a c t i c a l l y 

no orders although September and October are u s u a l l y the b u s i e s t months. 

Mil ls i n the D i s t r i c t are var ious ly reported to be operat ing a t from 10% 

to 80$ of capaci ty , those more f u l l y employed running on back orders . One 

f ac to ry , working a t 30$ of i t s capaci ty s t a t ed tha t from 30$ to 40$ of the 

work was being done f o r stock. Mills engaged in the manufacture of 
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underwear i n D i s t r i c t No. 3 (Phi ladelphia) a r e a l s o e i t h e r shut down 

or running a t a small f r a c t i o n of capaci ty. The uncer ta in ty i n regard 

t o yarn p r i c e s a s well as lack of orders , he lps to explain the e x i s t -

i ng s i tua t ion* In hosiery l i l i es the c los ing of p l a n t s i s genera l . 

I n s t a b i l i t y i n yarn p r i c e s has made fo r frequent changes i n p r i c e s 

quoted by manufacturers, with a r e s u l t a n t hesi tancy on the pa r t of 

jobbers and r e t a i l e r s to place orders . Carpet and rug m i l l s i n 

D i s t r i c t No, 3 (Phi ladelphia) a re receiving p r a c t i c a l l y no orders, 

according t o r e p o r t s , although some of them a re manufacturing fo r 

s tock. 

\ 

V 
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In the shoe and l e a t h e r indus t ry as in t e x t i l e s , r epor t s b r ing 

news of c u r t a i l e d operat ions and i n some cases complete shutdowns 

have occurred. Data from 15 represen ta t ive boot and shoe manufactur-

ers in D i s t r i c t No* 1 (Boston) indica te t h a t operations are a t from 

Uo to of normal capaci ty with l i t t l e spr ing business p laced . In 

Auburn, Maine> the shoe f a c t o r i e s have been running f u l l t ime, employ-

ing i to 2/3 the usual f o r c e . In D i s t r i c t No. 8 (St* Louis) , there 

are increases both in shipments and in cur ren t business in boot and 

shoe l i n e s , but marked f a l l i n g off in f u t u r e orders has reduced man-

ufac tur ing a c t i v i t y . P lan t s witty X$ie D i s t r i c t are estimated to be 

operat ing a t from 55 to 65$ of capaci ty , the l a rge r p l a n t s being more 

act ive than the smaller ones. Manufacturers are buying l i t t l e l e a t h e r , 

with consequent reduct ions in the p r i ces of both upper and sole l e a t h e r s . 

Tanneries have s t i l l f u r t h e r reduced the scale of operat ions or have 

closed down during the month. D i s t r i c t No. 8 (St# Louis) repor t s tha t 

wet s a l t e d hides which so ld in S t . Louis at 4l$£ per l b . October 15, 

19191 were being quoted a t 94 on the same d&te th i s yea r . D i s t r i c t 

No. 3 (Phi lade lphia) sayst "fanners report an absence of demand f o r 

t h e i r pfodtict , which fol lowing the ever increas ing lack of i n t e r e s t 

of the l a s t few months i s now at i t s . lowest ebb. Both sa les of f i n -

ished s tock f o r immediate use and orders f o r f u t u r e de l ive ry are de-

creas ing and a l l concessions in p r ice f a i l t o s t imula te the t rade 
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Reports from e ight of the twelve Federal Reserve D i s t r i c t s 

g iv ing changes in the monthly volume of ne t s a l e s f o r severa l 

important wholesale l i n e s , show somewhat divergent tendencies , 

but in wholesale drygoods end in "boots and shoes the s t a t i s t i c s 

f a i r l y well reveal the lack of demand which has been respons i -

b le f o r the i n a c t i v i t y in a l l i e d manufacturing l i n e s . In d ry-

goods the tendency has been downward comparing sales with the 

previous month in the four repor t ing d i s t r i c t s Nos. 5 (Richmond) 

6 (.Atlanta) 11 (D&llas) and 12 (San Franc isco) . As compared with 

a year ago sa les show reductions in three repor t ing d i s t r i c t s 

with the notable exception of D i s t r i c t No, 12 (San F r a n k s co j 

where an increase of l4»3$ i s estimated to have occurred | 

the bas i s of s t a t i s t i c s compiled from the re turns made by 

twelve f i r m s , I n D i s t r i c t No. 7 (Chicago) sa les showed a n e g l i -

gible increase . Reductions in sa les of wholesale shoe houses 

ranging from 17«6% in D i s t r i c t No. 12 (San Francisco) , f i f t e e n 

f i rms r e t o r t i n g , to 43.2$ in D i s t r i c t No. 5, (Richmond), s ix 

f i rms reporting, have taken p lace . D i s t r i c t averages based on 

re turns from one hundred and t h i r t y - f i v e wholesale grocery f i rms 

ind ica te increases in s ix out of e ight repor t ing D i s t r i c t s as 

compared with September 1919 excepting D i s t r i c t No. 6 (At lan ta ) , 

seven f i rms repor t ing , and D i s t r i c t No. 11 (Dallas)> with f i v e 

repor t ing establishments* Generally speaking there have been 

considerable increases in wholesale hardware sa les over Septem-

ber a year ago. In D i s t r i c t No. 11 (Da l las ) , with th ree r epor t -

ing f i rms , s a l e s show a d e c l i n e . Obviously p r ice changes, e s -

p e c i a l l y in l i n e s in which pronounced reductions have been ex-

per ienced, make i t impossible to est imate changes in the physical 
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volume of business done "by the repor t ing groups of whole-

sa l e r s . 

The r e t a i l t rade s i t u a t i o n shows a moderate increase 

of ne t sa les over the same period l a s t year "but i t does not 

show the usual F a l l a c t i v i t y . The unseasonable weather con-

d i t i ons throughout the country have had an appreciable e f f e c t 

upon the buying of c e r t a i n a r t i c l e s , such as men's c l o t h i n g . 

•Accompanying t h i s r e l a t i v e l y l i g h t demand i s a tendency on the 

pa r t of the r e t a i l e r in many cases to reduce p r i ces i n order 

to s t imulate "buying. This, i t i s reported in c e r t a i n D i s t r i c t s , 

has had some e f f e c t . On the whole, however, "the consumer i s not 

buying very ac t ive ly*" Th some of the a g r i c u l t u r a l sect ions 

the unse t t l ed pr ice s i t u a t i o n r e l a t i v e to the p r i nc ipa l crops , 

as well as the tendency of ten found to hold instead of market-

ing, has helped re ta rd f u l l purchasing. Reports from almost a l l 

D i s t r i c t s s t a t e tha t the r e t a i l e r i s purchasing very conserva-

t i v e l y , outs tanding orders being very small , in sp i t e of the 

f a c t that a t t h i s time of the year "many f a l l and winter goods 

are o r d i n a r i l y received*" 
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Information received from the several Federal Reserve D i s t r i c t s , br ings 

evidence of f u r t h e r recess ions in bui ld ing a c t i v i t y f o r the country taken a s 

a whole. In D i s t r i c t No. 12 (SanFrancisco) however, the s i t u a t i o n i s excep-

t i o n a l , in t h i t loca l r epor t s show t h a t both i n number and in value of permits 

i ssued, September was ahead of August and f o r the n ineteen p r i n c i p a l c i t i e s , 

t o t a l valuation, of permits was 5<$ greater than in September a year ago. But 

the Northwest i s not sharing in these increases , both Por t land and Sea t t l e 

showing marked reduct ions i n the value of permits a s compared with a year ago, 

amounting to 4X,Jfo and 35-4% respec t ive ly . On the other hand, Los Angeles 

r e g i s t e r e d a 135-5% increase and San Francisco, 62.1%. In the other D i s t r i c t s 

with the poss ib le exception of D i s t r i c t No, 6 (Atlanta) however, there i s 

f a i r l y universal testimony to a general decline i n both number and in value 

of bu i ld ing permits a s compared with September l g i g . Although there i s an 

inc rease i n bu i ld ing a c t i v i t y in D i s t r i c t No, 6 (Atlanta) a s compared with a 

year ago, in a major i ty of the eighteen c i t i e s from which r e p o r t s a r e received, 

i t i s no t iceab le t h a t th ree l a rge c i t i e s - New Orleans, Atlanta and Nashvil le -

repor t decreases in value of permits . In D i s t r i c t No. 1 (Boston) the value 

of permits f o r new cons t ruc t ion amounted to only $2,580,313 in September 1920, 

a ga ins t $5,673,930 in September i g i g , fo r the same c i t i e s . Boston showed a 

decl3.n0 from $1,273,157 to $592,115 in new construct ion, but there was an 

increase in other permits over the same month of the preceding year, the 

• respec t ive t o t a l s being $1,455,270 and $637,767. For the r e s t of the D i s t r i c t 

the t o t a l s fo r other const ruct ion remained almost the same. 

In D i s t r i c t No. 2 (New York) l i t t l e change i n the bu i ld ing s i t u a t i o n i s 

repor ted . Building p r o j e c t s in contemplation decreased in number and value, 

although the value of con t rac t s awarded rose l a rge ly because of expenditures 

l o r publ ic works and publ ic u t i l i t i e s . The estimated cost of permits issued 
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in D i s t r i c t No. 3 (Phi ladelphia) i n September 1919 was $8,633,827, while 
Tfts 

the t o t a l was $4,936; 379 in September 1920. number of- permits l ikewise 

declined from 2,26g to 1,943• There i s a l so l e s s bui lding in progress 

i n D i s t r i c t No. 4 (Cleveland) although labor i s more p l e n t i f u l and the 

t r anspor t a t ion s i t u a t i o n i s improved. In twelve leading c i t i e s of the 

D i s t r i c t wi!,b the exception of Columbus, declines a re recorded both in 

number and in value of permits issued. In Cincinnati and Toledo s l ight 

increases in iralue of permits fo r a l t e r a t i o n s are more than o f f s e t by r e -

ductions in value of projected new construct ion. In D i s t r i c t No, 5 

(Richmond), the decrease i n the value of bui lding permits in twenty-

three c i t i e s amounted to 13*5$ as compared with September of the p r e -

ceding year, the t o t a l f igures being $1, 000,599 l e s s than the t o t a l 

fo r September 1919* There was l ikewise a decrease in number of permits 

issued botn fo r new bui ldings and fo r a l t e r a t i o n s and r epa i r s . The de-

c l ine in valuat ion of permits from the preceding month - 23>4$ - was 

i n par t due to seasonal factors* Di s t r i c t No. 7 (Chicago) a] so repor t s 

l i t t l e bui lding in progress, and i n the f i ve leading c i t i e s uf D i s t r i c t # 

No. g (St . Louis) a shrinkage occurred in number and value of permits 

au compared with September a yeaf ago. The heaviest decreases took 

place in St . Louis, where new construction permits in September I92O 

amounted to only $519^010, a s compared with $2,662,430 i n September 1919-

In D i s t r i c t Nu. 9 (Minneapolis) a l l important c i t i e s show a decl ine in 

the valuat ion of permits, except Fcirgo and Grand Forks. As compared with 

a year ago, the decl ine i n valuat ion amounted to 44,3# and there was a 

reduct ion of 31-3$ frem the preceding month. D i s t r i c t No. 10 (Kansas 

City) repor t s severe decl ines i n the value of bui ld ing permits a s com-

pared with September 1919, the reduction being 53•4%. On the other 

hand, bui ld ing operat ions fo r the f i r s t nine months of I92O were ahead 
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of those fo r the corresponding months of l a s t year . In D i s t r i c t No. 

11 (Dal las) , al though Shreveport, Beaumont and El Paso show an i n -

crease in the value of bui ld ing permits a s compared with September 

a year ago, s ix other c i t i e s from which repor t s a re received record 

dec l ines , espec ia l ly marked i n the case of Fort Worth and Houston. 

The opinion most generally advanced a s to the causes of hesi tancy i n 

undertaking new const ruct ion in the face of the p r eva i l i ng need 

i s : f i f s t , uncer ta in ty regarding the p r i ce s of bui ld ing mate r ia l s ; 

secondly, e x i s t i n g high labor cos ts and f i n a l l y , d i f f i c u l t y i n securing 

cap i t a l fo r f inancing new p r o j e c t s and the p reva i l i ng high i n t e r e s t 

r a t e s . Financial ly the month has shown comparatively few outstanding 

developments* There has been an upward tendency in the p r i c e s of 

bonds including both the Liberty i s s u ^ a n d corporate s e c u r i t i e s . Dis-

count r a t e s have continued p r a c t i c a l l y unaffected i n most p a r t s of the 

country. Movements of gold in to the United S ta t e s have been accelera ted 

through the a c t i o n of the Federal Reserve System in bringing home de-

p o s i t s which have been held "ear marked" abroad. Some xward sh ip-

ments of gold have occurred a s a r e s u l t of the operat ions connected 

with the Anglo French matu r i t i e s , One or two small fore ign govern-

ment o f f e r i n g s have been successful ly made in the New York 

market but the cost has continued around 8$. There has been a some-

what broader demand fo r prime acceptances by outside banks and a 

r a the r b e t t e r d i s t r i b u t i o n of commercial paper . Corporate f inancing has 

somewhat revived but the stock market has been during most of the month 

i n a r a t h e r depressed condit ion. Call money r a t e s have been steady, most 

of the time, around 7$, but during the l a t t e r pa r t of the month have 

a t t imes r i s e n t o 9 and 10$. Foreign exchange has been not f a r from 
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s tab le -bu t ra the r depressed with a decl in ing tendency which i s a t t r i -

buted to the l a rge outstanding balance of unfunded indebtedness which 

gives r i s e to o f f e r i ngs on the New York market from time to time when-

ever quotat ions show improvement*. 
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D A V I D F . H O U S T O N 

S E C R B - T A R ^ O F THE TREASURY 
CHAIRMAN 

JOHN SKELTON WILLIAM* 
COMPTROLLER O F THE CURRENCY 

E x O F F I C I O M E M B E R S 

FEDERAL RESERVE BOARD 

w . P . a . H A R D I N G . GOVERNOR 

E D M U N D P L A T T , V I C E GOVERNOR 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D WASHINGTON 

W . T . C H A P M A N . SECRETARY 

R . a . E M E R S O N . ASSISTANT SECRETARY 

W . M . I M L A Y , FISCAL A « E H T 

November 1, 1920, 
X-2044 

Subject: Acceptances drawn by dealers engaged 
in the export and domestic sale of the 
same c lass of goods. 

Dear Sir 

The Federal Reserve Board has received an inquiry as to whether 
bankers' acceptances, drawn by dealers engaged in both export and domestic 
trade under a certain form of contract with the acsepting ban'-s, a re e l i g i b l e 
for rediscount and purchase by Federal Reserve Banks under the Board's new 
regulations of the Series of 1920. The form of contract was prepared some 
time ago to comply with the requirements of an opinion of the Board's 
Counsel dated April 1, I9IS. In that opinion published on page 31^ of the 
April 1918 Bul let in and on page 438 of the May 1918 Bulletin, i t was suggested 
that drafts , drawn by a dealer purchasing the same c lass of goods both for 
export and domestic sale and accepted by a bank to finance the purchase and 
sale of the goods to be exported, might be considered e l i g i b l e bankers' 
acceptances i f the dealer's contract with the accepting bank provided -

"(a) tnat he has entered into a contract for the 
export of the goods of a f ixed amount; (0) that the to ta l 
amount of drafts drawn by him under the credit opened to 
finance the export of such goods shall at no time exceed 
the aggregate amount of the import or export transactions 
contracted for and in process of execution; (c) that the 
proceeds of drafts drawn against the accepting bank under 
th i s credit are to be used in connection with the export 
contracts referred to, and tnat the proceeds of the sale 
of the goods exported wi l l be applied in payment of the 
acceptances unless the dealer has in the meantime placed 
the bank i n funds to meet them at maturity or has secured 
such acceptances by shipping documents, warehouse receipts , 
or other similar document conveying or securing t i t l e to 
readily marketable s taples . w 

This suggestion was further commented upon in an opinion published 
on page 439 of the May I9I8 Bullet in, As a resul t of these opinions the 
form of contract in question was submitted to and approved by the Federal 
Reserve Board containing the provisions suggested in the above quotation. 
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This form i s now used, the Board understands, by a number of concerns, 
engaged in both foreign and domestic trade, when arranging for acceptance 
credits with the ir banks. 

In the cases under consideration the drafts are drawn to finance 
the purchase or production of goods to be exported, and the actual export 
shipment of the goods has not actually occurred at the time of acceptance. 
Under the Board's Regulations A and B, Series of 1920,, bankers' acceptances 
so drawn i n export or import transactions are e l i g i b l e for rediscount or 
purchase by Federal Reserve Banks only when they comply with the require-
ments of Regulation A> Section B, Subdivision (b) (1) 

"that there be in existence a spec i f i c and bona f ide 
contract providing for the exportation or importation of 
such goods at or within a speci f ied and reasonable time 
and that the customer agree that the accepting bank wi l l 
be furnished in due course with shipping documents cover-
ing such goods or with exchange ar i s ing out of the trans-
act ion being financed by the credit ." 

It i s apparent that a contract of the kind suggested in the opinion 
of April 1st does not comply with these requirements. 

Under the terms of the Federal Reserve Act the Federal Reserve 
Board i s vested with broad discretion in the matter of .regulating the re-
discounts and open market purchases of Federal Reserve Banks, The Board's 
ruling, incorporated in the published opinion of April 1, 15)18, was nade 
during the war and at a time when i t was necessary to f a c i l i t a t e in every 
way the exportation of goods essential to the prosecution of the war. The 
opinion permitted the use of bankers' acceptances under circumstances which 
would not jus t i fy their use at the present time. The Board's regulations 
of the Series of 1920 which have just been issued, supersede a l l previous 
ru l ings which a r e inconsistent with them and make acceptances drawn under 
the form of contract suggested in the opinion of April 1, I9IS, ine l ig ib le 
for rediscount or purchase. 

If dealers purchasing or producing the same class of goods both for 
export and domestic sale wish to finance their export transactions by means 
of e l i g i b l e bankers' acceptances i t w i l l be necessary that the ir contracts 
with the accepting banks shall contain different provisions than those 
suggested in the opinion of April 1, 19IS. The Board now suggests that the 
contracts between such dealers and their accepting banks contain the follow-
ing provisions, (a) that the dealer has entered into contracts providing 
for the exportation of goods of a specif ied amount within a speci f ied and 
reasonable time; (b) that the to ta l amount of drafts drawn by the dealer 
untiTer credits opened to finance the exportation of such goods shall at no 
time exceed the aggregate amount of the export transactions contracted for 
and in process of execution; (c) that the proceeds of drafts drawn -against 
the accepting bank under t h i s credit w i l l be used to consulate the export 
contracts referred to., that the dealer w i l l furnish in due course to the 
accepting bank shipping documents covering such goods, and that the proceeds 
of the sale of the goods exported w i l l be applied in l iquidat ion of the 
acceptance credit . 
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The furnishing of "exchange aris ing out of the transaction being 
financed by the credit" i s intended as an alternative to the furnj.sly.ng of 
shipping documents only in import transactions so that t h i s phrase, which 
appears in Regulation A, may be disregarded in considering export transactions. 

Under the Regulations of 1^20 acceptances drawn to finance the 
purchase or production of goods under contract for export are e l i g i b l e for 
rediscount or purchase only when the customer de f in i t e ly agrees that the 
accepting bank wi l l be furnished in due course with shipping documents 
covering such goods. Such acceptances wi l l no longer be e l i g i b l e , tnere-
fore, if the customer i s given the option to furnish warehouse receipts 
or similar documents, and thus to change the nature of the acceptances by 
converting them from acceptances based upon export transactions into 
acceptances based upon domestic transactions. 

Yours very truly, 

Governor . 

To Governors and Federal Reserve Agents. 
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TREASURY IEPAR3MENT X-2045 

WASHINGTON 
November 1, 1920. 

The Governor, 
Federal Reserve Board. 

S ir : 

By direct ion of the Secretary, you are advised that the Department 
has referred to the Auditor for the Treasury Department for settlement the 
account of the Bureau of Engraving and Printing for preparing Federal Re-

serve notes during the period July 1 to July 31, 1930, amounting to 
$166,537.20, as follows: 

FEDERAL RESERVE NOTES, 1914. 
& 112 |2Q $50 $100 Total 

93,000 136,000 — - 366,000 
New York . . . 102,000 150,000 7,000 1,000 444,000 
Philadelphia . . . . 97,000 48,000 130,000 2,000 - 277,000 
Cleveland. . . . . . 206,000 48,000 23,000 11,000 3,000 291,000 

83,000 56,000 2,000 - 391,000 
Atlanta. . . . 97,000 11,000 - — 381,000 
Chicago. . . . 83,000 291,000 33,000 6,000 583,000 
St . LOuis. . . - - - - 95,000 

67,000 - 1,000 — 68,000 
2,000 32,000 - — 103,000 

Dallas . . . . . . . 110,000 - - 2,000 — 112,000 
San Francisco. . . . 103.000 17.000 53,000 4,000 - 177,000 

1,695,000 640,000 882,000 62,000 9,000 3,283,000 

3,288,000 sheets at #50.65 $166,537.20 
The charges against the several Federal Reserve Banks are as follows: 

Compen- plate Inc.Com-. 
S h e e t s s a t i o n . P r i n t i n g M a t e r i a l s p e n s a t i o n T o t a l 

Boston . . . . 366,000 $6,148.80 $5,746.20 $4,981.26 $1,661.64 $18,537.90 
New York . . 444,000 7,459.20 6,970.80 6,042.84 2,015.76 22,488.60 
Philadelphia . 277,000 4,653.60 4,348.90 3,769.97 1,257.58 14,030.05 
Cleveland. . . 291,000 4,888.80 4,568.70 3,960.51 1^321.14 14,739.15 
Richmond . . , 391,000 6,568.80 6,138.70 5,321.51 1,775.14 19,804.15 
Atlanta. . . 381,000 6,400.80 5,98&.%B 5,185.41 1,729.74 19,297,65 
Chicago. . . 583,000 9,794.40 9,153.10 7,934.63 2,646.82 29,528.9o 
St . Louis. . . 95,000 1,596.00 1,491.50 1,292.95 431.30 4,811.75 
Minneapolis. . 68,000 1,142.60 1,063.60 925.48 308.72 3,444.20 
Kansas City. . 103,000 1,730.40 1,617.10 1,401.83 467.62 5,216.95 
Dallas . . . . 112,000 1,881.60 1,758.40 1,524.32 508.48 5,672.80 
San Francisco . 177.000 2,973.60 2,778.90 2.408.97 803.58 8,965.05 

3,288,000 $55,238.40 51,621.60 44,749.68 14,927.52 166,537.20 

The Bureau appropriations w i l l "be reimbursed in the above amount from the 
indef in i te appropriation "Preparation and Issue of Federal Reserve Notes, 
Reimbursable", and i t i s requested that your Board cause such indef ini te ap-
propriation to be reimbursed in l ike amount. 

Respectful ly , 
S. P. Gilbert» Jr. 

Assistant Secretary of the Treasury. 
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UASEINGTON 

X-2045c 

The Governor, November 1, 1920. 
Federal Reserve Board. 

Sir: 

By direct ion of the Secretary, you are advised that the [Department 
has referred to the Auditor for the Treasury Department for settlement 
the account of the Bureau of Engraving and Printing for preparing Federal 
Reserve notes during the period July 1 to July 31, 1920, amounting to 
$116.50, as follows: 

Federal Reserve Notes, 1918 

$500 $1000 Total 

500 500 
New York 1,500 1,500 

100 100 
• — 200 

200 2,100: 2,300 

2,300 sheets at $50.65 $116.50 

The charged against the several Federal Reserve Banks are as 
follows: 

Compen- Plate Inc.Com-
Sheets sat ion Printing Materials pensation Total 

Boston $ 8.40. $ 7.85 $ 6.81 $2.27 $25'. 33 
25.20 23.55 20.41 6.81 75.97 

Richmond..«« . . . 100 1.68 1.57 1.36 .46 5.07 
Chicago . . . . . 3.36 3.14 2.72 .91 10.13 

2,300 $38.64 $36.11 $31.30 $10.45 $116.50 

The Bureau appropriations w i l l "be reimbursed in the above amount 
from the indef ini te appropriation "Preparation and Issue of Federal Re-
serve Notes, Reimbursable". and i t i s requested that your Board cause 
such indef ini te appropriation to be reimbursed in l ike amount. 

Respectfully, 

S. P. Gilbert, Jr, 

Assistant Secretary of the Treasury. 
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November 1, 1920. 

The Governor, 
Federal Beserve Board. 

Sir: 

By direction of the secretary, you are advised that the Department 
has referred to the Auditor for the Treasury Department for settlement the 
account of the Bureau of Engraving and Printing for preparing Federal He-
serve notes during the period August 1 to August 31, 1920, amounting to 
$158,483.85, as follows: 

Federal Reserve Notes, 1914* 
$5 m $20 $50 $100 Total 

206,000 63,000 11,000 1,000 522,000 
New York . . . . . 344,000 273,000 125,000 5,000 - 747,000 
Philadelphia . . . 286,000 42,000 2,000 3,000 2,000 335,000 
Cleveland. . . . . 177,000 102,000 - 22,000 3,000 304,000 
Richmond . . . . . 31,000 - 3,000 4,000 2,000 40,000 
Atlanta. . . . , . 36,000 11,000 - - - 47,000 
Chicago. . . . . . 151,000 282,000 194,000 24,000 12,000 663,000 
St . Louis. . . . . 93,000 - - - - 93,000 
Minneapolis. . « . 1,000 — - - 1,000 
Kansas City. . . . 17,000 18,ObO 1,000 2,000 38,000 
Dallas . . . . « . 22,000 - - - 1,000 23,000 
San Francisco. . . 130.000 116.000 65.000 5.000 316.000 

1,528,000 1^33,000 470,000 75,000 23,000 3,129,000 
3,129,000 sheets at $50*65 . . . . $158,483.85 

The charges against the several Federal Reserve Banks axe as follows: 
Sheets Compen- Plate Inc.Com-

sation. printing Materials pensation Total 
Boston . . . • 522,000 $8,769.60 $8,195.40 $7,104.42 $2,369.88 $26,439.30 
New York . . . 747,000 12,549.60 11,727.90 10,166.67 3,391.38 37,835.55 
Philadelphia • 335,000 5,628.00 5,259.50 4,559.35 1,520.90 16,967.75 
Cleveland. . • 304,000 5,107.20 4,772.80 4,137.44 1,380.16 15,397.60 
Richmond . . e 40,000 672,00 628.00 544.40 181.60 2,026.00 
Atlanta. . . » 47,000 789.60 737.90 639.67 213.38 2,380.55 
Chicago. . . » 663,000 11,138.40 10,409.10 9, 023.43 3,010.02 33,580.95 
St . Louis. . • 93,000 1,562.40 1,460.10 1,265.73 422.22 4,710.45 
Minneapolis. 1,000 16.80 15.70 13.61 4.54 50.65 
Kansas City. 38,000 638.40 596.60 517.18 172.52 1,924.70 
Dallas . . . • 23,000 386.40 361.10 313.03 104.42 1,164.95 
S-'-n Francisco 1 • 316,000 5,308.80 4,961.20 4.300.76 1,434.64 16,005.4$ 

3,129,000 52,567.20 49,125.30 $42,585.69 $14,205.66 $158,483.85 
The Bureau appropriations w i l l be reimbursed in the above amount from 

the indefinite appropriation "preparation and Issue of Federal Reserve Notes, 
Reimbursable", and i t i s requested that your Board cause such indefinite ap-
propriation to be reimbursed in l ike amount. 

Respectfully, 
S. P. Gilbert,Jr. 

Assistant Secretary of the Treasury. 

TREASURY DEPARTMENT 
WASHINGTON 
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TREASURY DEPARTMENT X-2046a 
WASHINGTON 

November 1, 1920. 

The Governor, 
Feder§l Reserve Board. , 

Sir: 

By direct ion of the Secretary, you are advised that the Department: has 
referred to the Auditor for the Treasury Department for settlement the ac-

count of the Bureau of Engraving and Printing for preparing federal Be serve 
notes during the period August 1 to August 31, 1920, amounting to 

$450,79, as fol lows: 
Federal Reserve Notes, 1918 

$500 $1000 Total 

• . * * - 800 800 
New York . . . . . . . 4,400 4,700 
Cleveland - 100 
Chicago. 2,100 3,300 

1,600 7,300 8,900 

8,900 sheets at #50.65 $450.79 

The charges against the several Federal Reserve Banks are as follows: 
Compen- plate Inc.Com-

Sheets sation. Printing Materials •pensat ion Total 
Boston . . . , . . 800 $ 13.44 $12.56 $10.89 $3.63 $40.52 
New York . . , . . 4,700 78.96 73*79 63.97 21.34 238.06 
Cleveland. . , . . 100 1.68 1.57 1*36 .45 5.06 
Chicago. . . , i . 3,300 55.44 51.81 44.91 14.99 167,15 

8,900 149.52 139.73 121.13 40.41 450.79 

The Bureau appropriations w i l l be reimbursed in the above amount from 
the indef in i te appropriation "Preparation and Issue of Federal Reserve 
Notes, Reimbursable", and i t i s requested that your Board cause such indef-
in i te appropriation to be reimbursed in l ike amount. 

Respectfully, 
S . P. Gilbert ,Jr. 

Assistant secretary of the Treasury. 
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THLfiSUEY IEPAETMBNT X-2047 
WASHINGTON 

November 1, 1920. 

The Governor, 
Federal Reserve Board. 

Sir: 

By direct ion of the Secretary, you are advised that the Department 
has referred to the Auditor for the Treasury Department for settlement the 
account of the Bureau of Engraving and printing for preparing Federal Re-

serve notes during the period September 1 to September 30, 1920, amounting 
to $190,241.40, as fol lows: 

Federal Reserve Notes, 1914. 
j£5_ M m #50 $100 Total 

Boston « . . . 353,000 291,000 - 4,000 - 648,000 
New York . . . 611,000 344,000 17,000 10,000 - 982,000 
Philadelphia . 302,000 34,000 - 6,000 - 342,000 
Cleveland. . . 272,000 29,000 7,000 21,000 4,000 333,000 
Richmond . . . - - - 1,000 - 1,000 
Chicago . , . 516,000 300,000 135,000 16,000 — 967,000 
St . Louis. . . 202,000 - - — 202,000 
San Francisco. 219*000 49,000 13,000 """ - 281,000 

2 ,475,000 1,047,000 172,000 58,000 4,000 3,756,000 
3,756,000 sheets at $50.65 . . . . . . . . . $190,241.40 

The charges against the several Federal Reserve Banks are as follows: 
Sheets 

Boston . . . 648,000 
New York . . 982,000 
Philadelphia 342,000 
Cleveland. . 333,000 
Richmond . . 1,000 
Chicago . . 967,000 
St . Louis. . 202,000 
San Franc isco£81,000 

3,756,000 

Compensation Plate 
Printing 

Materials 

$10,886.40 
16,497.60 
5,745.60 
5,594.40 

16.80 
16, 245.60 

3,393.60 
4.720.80 

$63, 100.80 

$10,173.60 $8,819.28 
15,417.40 13,365.02 
5,369.40 4,654.62 
5,228.10 4,532.13 

15.70 13.61 
15,181.90 13,160.87 

3,171.40 2,749.22 
4.413.70 3.824.41 

Inc. Com'- Total 
•paneation 
$2,941.92 $32,821.20 
4,458.28 49,738/30 
1,552.68 
1,511.82 

4.54 
4,390.18 

917.08 
1,275.74 

17,322.30 
16,866.45 

50.65 
48,978.55 
10,231.30 
14.232.6E 

,969.20 51,119.16 $17,052.24 190,241.40 

The Bureau appropriations w i l l be reimbursed in the above amount from the 
indef ini te appropriation "Preparation and Issue of Federal Reserve Notes, Re-
imbursable", and i t i s requested that your Board cause such indef ini te appro-
priat ion to be reimbursed in l ike amount. 

Respectfully, 
S. P. Gilbert ,Jr. 

Assistant Secretary of the Treasury. 
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X-2048 

;t- 3, 1918, I, 

D i s t r i c t 

CLASSIFICATION OF MEMBER BANKS IN EACH DISTRICT INTO ELECTORAL GROUPS ACCORDING TO CAPITAL 
AND SURPLUS, 

Group" 1 
Banks having capital 
and surplus of over 

Group 2 
Banks having capital 
and surplus 6$ from 

Group 3 
Banks having capital 
and surplus of under 

Boston $ 999 ,000 $ 300 ,000 t o $ 939,000 $ 3 0 0 , 0 0 0 

New York 1 , 9 9 9 , 0 0 0 201 ,000 to 1 . , 939 ,000 201 ,000 

Philadelphia 999 ,000 

8 O
 

K? t o 999,000 250 ,000 

Cleveland 999 ,000 200 ,000 to 999,000 200 ,000 

Richmond 599 ,000 150 ,000 to 599,000 150 ,000 

Atlanta 599 ,000 100 ,000 to 599,000 100 ,000 

Chicago 999,000 2CO,000 to 999,000 200 ,000 

St,Louis 599 ,000 100 ,000 to 599,000 100 ,000 

Minneapolis 3 9 9 , 0 0 0 6 0 , 0 0 0 to 399,000 6 0 , 0 0 0 

Kansas City 499 ,000 75, OOO to 459,000 7 5 , 0 0 0 

Dallas 399, OOO 1 0 0 , 0 0 0 to 399,000 100 ,000 

San Francisco 599 ,000 125 ,000 to 599,OOO 1 2 5 , 0 0 0 
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I I . TOTAL AMOUNT OF CAPITAL AMD SURPLUS IN 

D i s t r i c t Total Capital Group 1 
and Surplus Amount 

Boston - $ 216,000, 000 $ 130,000,000 60% 

New York 660, 000,000 519,000,000 78% 

Philadelphia 238,000,000 134,000,000 56% 

CI evs.land 291,000, 000 178, 000,000 6c# 

Richmond 130,000, 000 63,000,000 48$ 

Atlanta 103,000,000 59,000,000 57$ 

Chi cago 351,000,000 207,000,000 59$ 

St,Louis 123,000,000 78, 000, 000 63% 

Minneapolia 93,000,000 41,000,000 44$ 

Kansas City 120, 000, 000 43,000,000 36$ 

Pal lac 100,000,-000 34,000, 000 34% 

SanFr&ncieco . 149,000,000 91,000, 000 61# 

7-2048 a 

ELECTORAL GROUP BY DISTRICT 

Group 2 
Amount 

50,000,000 23$ 

98,000,000 15$ 

63,000,000 27 $ 

66,000,000 23 $ 

37,000,00c 26$ 

35,000,000 34$ 

81,000,000 23$ 

30,000,000 24$ 

35,000,000 38$ 

52,000,000 43$ 

45,000, 000 45$ 

33, ooo, 000 22$ 

3 
Amount 

$ 36,000,000 17$ 

43,000,000 7$ 

41,000,000 17$ 

47,000,000 17$ 

30,000,000 24$ 

9,000,000 9$ 

63,000,000 18$ 

15,000,000 * 
17,000,000 18$ 

25,000, 000 21$ 

21, 000, 000 21$ 

25,000, 000 17$ 
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I I I , TOTAL NUMBER OF BANKS IB EACH M,ECTORAL GfiOUV BY DISTRICTS, 

X-2C48 b 

D i s t r i c t 

Boston 

New York 

Philadelphia. 

Cleveland 

Richmond 

Atlanta 

Chicago 

St»Louie 

Minneapolis 

Kansas City 

Dallas 

SanFrancisco 

Total Number 
of Banks 

415 

696 

629 

775 

549 

404 

1129 

497 

821 

981 

696 

507. 

Group 1 
Number 

38 

53 

42 

52 

51 

43 

49 

34 

29 

38 

42 

44 

9$ 

8$ 

7$ 

7$ 

9$ 

11$ 

m 
7% 
4$ 

9% d 

Group 2 
Hunt3r 

104 25$ 

176 25% 

150 24% 

183 23 $ 

136 25$ 

185 46$ 

249 22$ 

163 33$ 

293 35$ 

352 35$ 

260 38$ 

133 25$ 

Number 

273 

467 

437 

540 

362 

176 

831 

300 

499 

591 

394 

330 

Group 3 

66$ 

67$ 

69$ 

7Q$ 

66$ 

43$ 

74$ 

6($ 

6lf -

66$ 
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D A V I D F . H O U S T O N 

SECRETARY O F THE TREASURY 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER O F THE C U R R E N C Y 

E X O F F I C I O M E M B E R S 
W . P . 6 . H A R D I N G , GOVERNOR 

E D M U N D P L A T T , VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S ST H A M L I N 

H E N R Y A . M O E H L E N P A H 

FEDERAL RESERVE BOARD 
A D D R E S S R E P L Y T O 

F E 0 E R A L R E S E R V E BOARD WASHINGTON 

W. T. CHAPMAN, SECRETARY 

R . 6 . E M E R S O N , ASSISTANT SECRETARY 

W. M. IMLAY, FISCAL AGENT 

X-2050 

November 6, 1920 

Dear Sir: 

The b i l l of the stenographer covering reports of 

conferences of Federal Beserve Agents and Governors in 

Washington on October 13, 14, 15, and 16, amounting to 

$1,736.55, has been presented to the Federal Reserve Board. 

This has been apportioned between Federal Reserve Banks 

and the Federal Reserve Board according to the number of 

copies received as shown by the attached statement, the 

amount chargeable to Federal Reserve Banks beiflg $1,488.96. 

$124.08, in the usual manner to the credit of "Salaries 

and Expenses, Federal Reserve Board, Special Fund", reports 

of conferences, and send duplicate C/D to the Federal 

Reserve Board. 

Kindly deposit one-twelfth of th i s amount 

Very truly yours, 

F i s c a l Agent 

Sent to Chairmen of a l l Federal Reserve Banks. 
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2050a 

DISTRIBUTION OF COPIES OF REPORTS OF CONFERENCES HELD 

OCTOBER 13, 14, 15, & 16th. 

JOINT CONFERENCE 

BAMS BOARD ' TOTAL 

No. of Price • No. of Pr ice No, of 
copies per copy Total copies per copy Total copies Total 

24 $37.43 §898.32 3 $37.43 $112.29 27 $1,010.61 

CONFERENCE OF GOVERNORS . 

12 $22.11 $265.32 3 $22.11 $65,33 15 $331.65 

CONFERENCE. OF AGENTS 

12 $18.91 $226.92 3 $18.91 $56.73 15 $283.65 

ME. JAY'S SPEECH 

24 $4.10 $98.40 _3 $4.10 $12.30 27 $110.70 
72 $1,488.96 12 $2471"65 ~84 $1,736.61 
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D A V I D F . H O U S T O N 

SECRETARY OF THE TREASURY 
CHAIRMAN 

E X O F F I C I O M E M B E R S 
W . P . 6 . H A R D I N G , GOVERNOR 

E D M U N D P L A T T , VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER O F THE CURRENCY 

FEDERAL RESERVE BOARD 
W . T . C H A P M A N . SECRETARY 

R . G . E M E R S O N . ASSISTANT SECRETARY 

W . M . I M L A Y , FISCAL AGENT A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E BOARD WASHINGTON 

November 6,1920, 
x-2051 

Subject: Data, on Bank Quarters for Annual Report 
of federal Reserve Board, 

Deaf4 Sir: 

Please send me not l a t e r than December 10th a brief 

statement of the arrangements made by youf bank for permanent 

quarters, a s well as vault f a c i l i t i e s . This statement should 

show the value at which the real e s ta te i s carried on your 

books, estimated cost of improvements and progress of bui ld-

ing operations, and such other information as , in your opinion, 

would be proper to include in a report to Congress. 

Very truly yours, 

Governor 

To Chairmen of a l l F.R. Banks. 
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E X O F F I C I O M E M B E R S 

D A V I D F . H O U S T O N 
SECRETARY O F THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER O F THE CURRENCY 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . 6 . H A R D I N G , GOVERNOR 

E D M U N D P L A T T . V I C E GOVERNOR 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M . I M L A Y , FISCAL AGENT 

November 8,1920. 
X-2053 

jbject: Extension of Provisions of Sub-sectionyfm) 
of Section 11 of the Federal ReserveJ^t . 

Dear S ir : 

With terfcramce to the pPens ions of sub-section (m) 
of Section 11 d! thwifederal R^Frve Act, permitting Federal 
Reserve Bank6 to fedis&qunt Wr a member bank, the paper of any 
one individual, firm or cltidroration in an amount equal to twenty 
per cent of the member capital and surplus, provided a t 
l e a s t ten per cent ofjftnch leaks are secured by bonds or notes 
of the United States^fssued s i n c \ A p r i l 24, 1$1? or oy c e r t i f i -
cates of indebtedallis of the UnitebLstates, i t w i l l be noted 
from a readingjaFthe sub-section thaWthe provisions thereof 
w i l l not be oj^Frative a f t e r December 

your i n f o r m a t i o n I would s t a t e t h e F e d e r a l 
Reservejf&ard w i l l , at the short session of Coqnreas to convene 
in Detifcber next, recommend the passage of l e g i s l a t i o n extending 
the j l rov i s ions of th i s sub-section for one year, trate i s , unt i l 
Dqjlimber 31 > 1921. You w i l l be advised in due c o u r s ^ y act ion 

iken by Congress on the Board's proposed recommendatioB 

Very truly yours, 

Governor. 

To Chairmen and Governors of a l l F.R. Banks. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

November $_,lg20. 
X--2054 

Subject: Broadening of Market for Bankers' Acceptances* 

Dear Sir: 

During the past f i v e years the Federal Reserve Banks 
have been called upon to carry that portion of the increasing 
volume of bankers' acceptances which has not been absorbed by 
the discount market, The fact that, with the increase i n the 
volume of bankers' acceptances, the Federal Reserve Banks have 
not been called upon to carry an even larger amount, i s evidence 
of the better distribution of b i l l s and of the broadening of the 
discount market. The strength of th i s market l i e s in i t s breadth, 
that i s , in the number of ins t i tut ions of individuals forming the 
habit of purchasing bankers' acceptances. 

The Board f e e l s that the development of the broddest 
possible market for bankers' acceptances i s of v i ta l in terss t to 
the e f f e c t i v e functioning of the Federal Reserve Banks> and that 
t h i s w i l l be increasingly so as international movements of credit 
approach the freedom of flow which obtained before the war. With 
rates for b i l l s at the high l e v e l s now prevail ing, the Board f e e l s 
that the present opportunity i s most favorable for interest ing the 
widest possible c irc le of buyers and i t bel ieves that the influence 
of the Federal Reserve Banks, in their respective Di s tr i c t s , might 
appropriately be used to bring about a more general d is tr ibut ion 
of b i l l s . 

The Board requests that you furnish i t with any information 
you may have as t o the extent to which bankers, investors and others 
in your Dis tr ic t are now purchasing bankers' acceptances, and advise 
a l so to what extent your Bank has been able to a s s i s t in awakening 
an interest in b i l l s among such purchasers. The Board would be pleased 
to have your views as to what can be done to a s s i s t further develop-
ment of sa les of bankers' acceptances within your D i s t r i c t , 

Very truly yours, 

Governor. 

To Chairmen of a l l F.R. Banks. Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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E X O F F I C I O M E M B E R S 

DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

' * CHAIRMAN 

JOHN SKELToff ^ ldClAMS 
COMPTROLLER O F THE CURRENCY 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . G . HARDING. GOVERNO* 

EDMUND PLATT, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S.HAMLIN 
HENRY A. MOEHLENPAH 

W . T. CHAPMAN. SECRETARY 
R . G . E M E R S O N . ASSISTANT SECRETARY 

W. M. IMLAY, FISCAL AGENT 

November g, 1920. 
X-2055 

Subject: Resolution adopted by Board of Directors of 
Federal Reserve Bank of Cleveland, 

Dear Sir: 

There i s enclosed herewith for your information copy 
of resolution adopted recently by the Board of Directors of the 
Federal Reserve Bank of Cleveland. You are requested to discuss 
the subject of the resolution with your o f f i c e r s and Executive 
Committee and to advise the Board whether or not i t would be 
practicable to adopt the plan suggested. 

Very truly yours, 

Governor. 

To Chairmen of a l l F.R. Banks EXCEPT BOSTON, PHILADELPHIA, 
AND CLEVELAND. 

0 
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X-2C55 a 

COPY OF RESOLUTION. PASSED AT THE REGULAR MEETING 
OF THE BOARD OF DIRECTORS OF TEE FEDERAL RESERVE BANK OF 
CLEVELAND, HELD NOVEMBER 5, 1920. 

Whereas, under the direction and by the authority of the Federal 
.Reserve Board t h i s bank is. loaning to other Federal Reserve Banks 
substantially one and one4ialf times the volume of i t s loans to i t s 
member banks, and 

Whereas, such advances ctiuld not be made except upon the basis 
of the reserve deposits of i t s membdr banks, and the use thereof, and 

Whereas, the directors of the Federal Reserve Bank of Cleveland 
f ee l a solemn duty and responsibi l i ty to take every precaution to protect 
the reserve funds entrusted to them by the member banks; 

Now, therefore, be i t resolved that i t i s the sense of the directors 
of the Federal Reserve Bank of Cleveland that future offerings of paper 
by other Federal Reserve Banks to this bank for rediscount should consist 
of government-secured notes and commercial paper in the proportion that 
these two c lasses of paper are held by the offering bank. 

And, further, be i t resolved that the action upon t h i s resolution 
and the text thereof be respectful ly submitted to the Federal Reserve 
Board for such act ion as that body aay see f i t to take. 
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X-2056 
TREASURY DEPARTMENT 

WASH DTC-TOM .B.C. 
November 5, 1920. 

The Governor, 
Federal Reserve Board. 

Sir: 

By direction of the Secretary, you are advised that the De-
partment has referred to the Auditor for the Treasury Department for 
settlement the account of the Bureau of Engraving and Printing for 
preparing Federal Reserve notes during the period October 1 to October 
31, 1920, amounting to $30.39, as follows: 

Federal Reserve Notes 1918 
$500 -11000 Total 

P h i l a d e l p h i a . , - 300 300 
CleVe land. 100 100 200 
GhiteagO .«*. .6 ee . . . . » « » . 100 . " î OQ 

200 400 600 

600 sheets at #50.65 . . . . . . . . . . . . . . . . . $30.39 

The charges against the several Federal Reserve Banks are as 
follows: 

Compen- plate Inc.Com-
Sheets sat ion. Print ing Materials ft.ensation Total 

Phi ladelphia. . . 300 $5.04 $4.71 $4.09 $1.36 $15.20 
Cleve land . . . . . . 200 3.36 3.14 2.72 .91 " 10.13 
C h i c a g o . . . . . . . . 100 1«66 1.S6 145 5.0&. 

'600 $10.08 ' $9.42 $8.17 $2.72 $30.39 

The Bureau appropriations w i l l be reimbursed in the above amount 
from the indef in i te appropriation "Preparation and Issue of Federal Reserve 
Botes, Reimbursable", and i t i s requested that your Board cause such in-
def in i te appropriation to be reimbursed in l ike amount. 

Respectfully, 

S. P. Gilbert ,Jr. 
Assistant secretary of the Treasury. 
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TSBASUM ZEPAETIEHT 

Y/ASJ:.THGTOILD„C. 

If overate r 5 , 1920, 

The Governor, 
Federal Reserve Board. 

S i r : 

By direct ion of the Secretary, you are advised.that the De-
partment has referred to the Auditor for the Treasury Department for 
settlement the account of the Bureau of Engraving and Print ing for 
preparing Federal Reserve notes during the period October 1 to October 
31, 1920,amounting to $2163984.60, as fol lows: 

Federal Reserve Notes 1914 

15 i i o m J50 #100 Total 
Boston 419,000 344,000 1,000 - 754,000 
New York. . . . 594,000 456,000 - 8,000 - 1,058,000 
Philadelphia 373,000 155,000 — - - 528,000 
Cleveland. . . 224,000 15,000 133,000 7,000 2,.000 381,000 
Richmond.... 2,000 — 1,000 1,000 4,000 
Chicago . . . . . 525,000 311,000 90,000 7,000 2,000 935,000 
St . Lou i s . . . 290,000 39,000 - - - 329,000 
San Franc isco£22,000 62,000 - 1,000 - 285,000 

2,647,000 # 8 4 , 0 0 0 223,000 25,000 5,000 4,284,000 

follows: 

4,284,000 sheets at #50.65 . . . . . . . . . . . . . $216,984.60 

The charges against the several Federal EEserve Banks are as 

Sheets Compen- Plate Ino.Com-
sat ion Printing Materials -pensatioh Total 

B o s t o n . . . . . . . . . 7 6 4 , 0 0 0 $12,835.20 11,994.80 10,393.04 $3,468.56 $38,696.60 
New Y o r k . . . . . . 1058,000 17,774 .'40 16,610.60 14,399.38 • 4,803. 52 53,587.70 
Phi ladelphia , . 528,000 8,870.40 8,289.60 7,186.08 2,397.12 26,743.20 
C l e v e l a n d . . . . . 381,000 6,400.80 5,981.70 5,185.41 1,729.74 19,297.65 
Richmond. . . . . . 4,000 67.20 62.80 54.44 18.16 202.60 
Chicago 935,000 15,708.00 14,679.50 12,725.35 4,244.90 47,357.75 
St . L o u i s . . . . . 329,000 5,527.20 5,165.30 4,477.69 1,493.66 16,663.85 
San Francisco. 285,000 4,788^00 4,474.50 3.878.85 1,293.90 14,435.25 

4,284,000 $71,971.20 67,258.80 58,305.24 19,449.36 $216,984.60 

The Bureau appropriations w i l l be reimbursed in the above amount 
from the indef in i t e appropriation "Preparation and Issue of Federal Reserve 
Notes, Reimbursable", and i t i s requested that your Board cause such in-
de f in i t e appropriation to be reimbursed in l ike amount. 

Respectful ly , 

S. P. Gi lbert , Jr. 
Ass is tant Secretary of the Treasury. 
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SHCHBTAPĵMjpe 1 | cmtoMAN 

DAVID F. HOUSTON SKCRETAPjygj 

E X O F F I C I O M E M B E R S 

IE TREASURY 

FEDERAL RESERVE BOARD 

W. P . e . HARDING, GOVERN*# 
EDMUND PLATT, VICE COTEIIIIOR 
ADOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

JOHN SKELTON WILLIAMS C.UPTR.LLER OF THE CURRENCY W. T. CHAPMAN, SECEETABr 
R. 6 . EMERSON, ASSISTANT SECRETARY 
W.M.IMLAY, FISCAL Aes»T A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D WASHINGTON 

November 10,1 $20. 
X-2057 

Dear Sir: 

You are requested to destroy Board's l e t t e r 

(X-2053), dated November 8. 1920. on the subject of 

"Extension of Provisions of Sub-section (m) of Section 

11 of the Federal Reserve Act", in which an error has 

been discovered. Corrected l e t t e r i s enclosed herewith. 

Very truly yours, 

Enclosure 

Assistant Secretary 

To Chairmen and Governors of a l l F.R. Banks 
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E X O F F I C I O M E M B E R S 

DAVID F .HOUSTON 
SECRETARY O F J H I TREASURY 

CF,-LRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER O F THE CURRENCY 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

1033 
W . P . 6 . HARDING, GOVERNOR 

EDMUND PLATT.VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

W . T. CHAPMAN. SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

W. M. IMLAY, FISCAL AGENT 

November 10,1 $20. 
X-2057 a 

(Superseding X-2053) 

Subject: Extension of Provisions of Sub-section (m) 
of Section 11 of the Federal Reserve Act. 

Dear Sir: 

With reference to the provisions of sub-section (m) of Section 
11 of the Federal Reserve Act, under which Federal Reserve Banks may be 
permitted to rediscount for any member bank the paper of any one borrower 
in an amount equal to twenty per cent of the member bank's capital and 
surplus, provided that the excess over and above ten per cent be secured 
by not l e s s than a l ike face amount of bonds or notes of the United 
States issued since April 24, 1917, or by c e r t i f i c a t e s of indebtedness 
of the United States, i t w i l l be noted from a reading of the sub-section 
that the provisions thereof wi l l not be operative a f t e r December 31, 1920, 

For your information I would state that the Federal Reserve 
Board w i l l , at the short session of Congress to convene in December next, 
recommend the passage of l eg i s la t ion extending the provisions of th i s 
sub-section for one year, that i s , unti l December Jl* 1$21. You w i l l be 
advised in due course of act ion taken by Congress on the Board's proposed 
recommendation. 

Very truly yours, 

Governor, 

To Chairmen and Governors of a l l F,R« Banks. 
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DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER O F THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W. P . S . HARDING, GOVERNOR 

EDMUND PLATT, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

W . T. CHAPMAN, SECRETARY 
R . G . E M E R S O N . ASSISTANT SECRETARY 

W. M. INLAY, FISCAL AGENT 

November 15,1920. 
X-205S 

Subject: Division of "Accounts Receivable" Items Shown on 
Credit Statements Submitted to Federal Reserve Banks. 

Dear Sir: 

Your at tent ion i s invited to the following extract from a l e t t e r 
from the senior partner of a well-known firm of public accountants. 

"With the changed conditions, a tendency to improve the 
appearance of f inancial statements of commercial concerns in du-
bious ways i s becoming more noticeable and as the Federal Reserve 
Board has exercised such a beneficial influence in the past on 
the form of f inancial statements I venture to ca l l your at tent ion 
to one point upon which I think i t s influence would be helpful i f 
i t f e e l s able to exert i t . 

"For many years the phrase 'Accounts Receivable1 has been 
an accepted balance sheet heading and l i t e r a l l y i t i s , of course, 
wide enough to cover many things besides customers1 accounts, i n -
cluding borne which are on quite & different plane from the stand-
point of l iquidat ion. I think the time i s now opportune for a 
movement to do away with t h i s wide heading and to i n s i s t on cus-
tomers' accounts receivable being shown as ond item, any other1 

accounts being shown separately and clearly and adequately described. 
The point i s met i n the standard forms of credit statements but 
those forms are not always followed even in statements presented 
as a basis for credit ." 

It i s the Board's understanding that in most cases credit s tate -
ments submitted to Federal Reserve Banks show "Accounts Receivable"in some 
deta i l , "Current Accounts Receivable from Customers" being separated from 
suspended items or from amounts due by members of the firm. In the event, 
however, that balance sheets submitted to your bank as a basis for credit 
do not show th i s subdivision, the Board would strongly urge that you cal l 
the attention of a l l concerned to the importance of making these d i s t inct ions . 

Very truly yours. 

Governor. 

Chairmen of a l l F.R. Banks. 
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D i s t r i c t No* 1 (Boston) 

Wholesale c los ing down of industry and general cessation of orders, 

for goods, accompanied by continued cancellations of goods already ordered, 

are the almost universal reports received from merchants and manufacturers 

in this d i s t r i c t + Reductions in prices have so far done nothing to improve 

demand and have indeed resulted in rendering "buyers s t i l l more timid* 

The Retailer seems to be the most hopeful element in the situation* 

There appears to be a f a i r demand from the individual consumer, and while 

i t i s probable that in number of sales the re ta i l er i s not having h i s normal 

business; nevertheless in dollars the l iquidation of r e t a i l e r s 1 stocks i s 

progressing s a t i s f a c t o r i l y without as yet severe price reduction* 

Unfortunately the reta i lers generally are carrying abnormally large 

stocks which they hope to reduce to normal proportions in the next s ix weeks 

and about January 1st i t i s expected that sweeping price reductions w i l l 

result in generally increased sales and the resumption of normal buying# 

Some reta i lers have expressed the fear that the demand for goods from the 

manufacturer w i l l become so general that a scramble may ensue, possibly 

encouraging the manufacturer to raise prices . Whether the public w i l l con-

tinue to buy enough to accomplish the fu l f i l lment of these predictions w i l l 

be proved in the next month# 

Meanwhile the s i tuat ion i s most depressing* Raw material prices con-

tinue to weaken, wool, cotton, hides, leather, ground wood pulp, sugar and 

lumber continue to p i l e up in storage and cuts in prices do not stimulate 

saless 

There are, however, some encouraging features - Savings deposits have 

not decreased in spi te of unemployment. There i s undoubtedly plenty of 

buying power and when i t i s reasonably sure that lowest prices have been 
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Distr ic t No, 1 (Boston) ^ 

reached a revival in industry i s confidently expected. Meanwhile labor has 

improved in e f f i c i e n c y from 25 to 50$ and i s generally ready to accept 

lower wages i f industries can "be reopened. 

Railroad transportation i s improving and there i s a slow liquidation, 

which has encouraged the be l ie f that in this d i s t r i c t the money s tra in i s 

nearing i t s end. It i s generally believed that eas ier money conditions w i l l 

revive confidence and help to restore normal trade conditions on a much 

safer base than has been possible in the las t two years. 

While not s t r i c t l y within the scope of a d i s t r i c t report, there i s one 

matter a f fec t ing a l l d i s t r i c t s that I should l ike to have discussed at this 

meeting. While the Federal Banks have in most ways cooperated so as to 

obtain the Advantages of a great central bank with branches, in one way 

there has not been cooperation 01 any agreement as to pol icy. That i s in the 

discrimination by the Federal Reserve Banks of some d i s t r i c t s against the 

rediscount of good commercial paper that i s e l i g i b l e in other d i s t r i c t s . 

In our d i s t r i c t the bankers bel ieve i t i s very bad pol icy not to have a more 

general 'understanding1 and agreement between the o f f i c er s and directors of 

Federal Reserve Banks in the d i f ferent d i s t r i c t s as to e l i g i b i l i t y of paper 

for rediscount. 

^FIIiI15 STOCKTON. 
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Dis tr i c t No. 2 (New York) 

The outstanding f a c t i s , of course, the tremendous slump in commodity 

prices s t i l l under way* BradstreetTs index number shews a decline of 25$ 

from February 1st to November 1st in commodities at wholesale. The index 

number of the New York Federal Reserve Bank shows a decline of over 2f$ 

from l a s t April to Noverrber 6th, and their s t a t i s t i c i a n s ta tes that there 

have been important breaks in a number of commodities since that date . 

This index number i s based On the twelve most i m p o r t a n t b a s i c commodi t i e s . 

Other index numbers have not f a l l e n so f a s t , but i t i s probable that they 

contain many quotations which do not represent the actual market f a c t s : there 

i s a great difference between quoted prices and the actual prices which a 

large bwyer can obtain if he i s w i l l ing to pay actual cash. I t i s easy for 

such a buyer to get marked concessions from quoted pr ices . 

The general credit fabric has met this almost unprecedented shock in a 

grat i fy ing way. Federal Reserve Banks, member banks, and businesses are 

cooperating loya l ly and e f fec t ive ly* There i s no reason at a l l to apprehend 

a banking or a money panic or to apprehend a s i tuat ion in which solvent 

business men cannot borrow the funds which they need to protect their so l -

vency. There i s an increase in the amount of paper that has had to be re-

newed owing to i n a b i l i t y on the part of many borrowers to reduce their in-

ventories. Some good observers have the impression that inventories are 

actually increasing, but data to confirm this are inadequate. 

The great banks in the Wall Street sect ion in New York City have shown 

a substantial increase in loans in the last month. Bank loans on stock and 

bond co l la tera l continue to go down, and commercial loans continue to in-

crease. Loans on war paper are about stationary. Upstate banks have had to 

expend loans in connection with the milk s i tuat ion . The producers of 
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evaporated milk have been caught with large inventories and have largely-

stopped. production. The farmers have been start ing their own evaporated 

milk factor ies and have been borrowing from the banks heavily in the 

process; not much building i s required in th is , the process i s simple, and 

the important thing i s to carry the product unt i l i t can be sold . Bank 

expansion has occurred in connection with th i s . 

Employment continues to decline in the New York D i s t r i c t . There has 

been a decline from the peak, which came in March or April of this year, of 

about 9$, according to one o f f i c i a l report. The same report indicates a 

decline of 2$ in the las t month. Other unof f i c ia l f igures would suggest a 

decline of perhaps as much as 15i from the peak, but this would s t i l l leave 

employment only about 5$ below normal, as the peak was much above normal. 

In some industries , however, such as t ex t i l e s and automobiles, there has 

been a decline of from 30% to Uo$ from the peak in employment in t h i s State. 

There has been a s t i f f increase in reported f a i l u r e s , but the pub-

l ished f igures are not yet abnormally large. 

There i s s t i l l a f low of funds away from New York City. Country banks 

continue to borrow. There has been some outflow of currency to Cuba. 

Foreign exchange rates have declined progressively, the exchange market 

i s nervous, and there i s l i t t l e basis for expecting early improvement. 

The security market has been subjected to drast ic cuts since November 

of l a s t year and i s s t i l l reactionary. Great slumps have occurred in the 

l a s t month in the prices of common stocks of industrial corporations. Rail-

road common stocks, fol lowing a recent advance, have reacted somewhat-

Preferred stocks are s t i l l declining- The edge i s temporarily off the bond 

market: following a shprp r i s e , the prices of bonds have become stationary 

and, in some cases , have declined s l i g h t l y . On the other hand, new note 

i ssues are being absorbed exceedingly we l l . There has been an increase in 
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the l a s t two weeks in the sales on Bri t i sh and Dutch account of American 

secur i t ies in the New York market. 

Every "bank statement shows, that loans and discounts are going up, 

while deposits are going down. This i s su f f i c i en t answer to the c r i t i -

cism from some quarters that the banks are not properly taking care of 

the commercial in teres t s of the country. 

H. B. HEPBURN, 
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Dis tr i c t No* 3 (Philadelphia) 

The "business s i tuat ion in the Third Federal Reserve Di s tr i c t may be 

described as being very "blue"; merchandise i s s teadi ly f a l l i n g in price; 

in some instances as much as from 50 to 7$ per cent, without f inding pur-

chasers. "With cotton for next month's delivery quoted below 19 cents a 

pound, refined sugar at 10 cents and raw sugar under 6 cents a pound, coffee 

around 7 cents a pound, wool and s i l k demoralized, and a large number of 

other materials and commodities s e l l i n g below the cost of production, i t i s 

a question whether th& readjustment in values has not gone far enough*" 

In t ex t i l e l ines the outlook i s bad* Many mi l l s working only one-quarter 

to one-half time, and some closed down altogether. Leather and glazed kid 

are particularly bad* Manufacturers have large stocks on hand, both raw and 

f in ished, with very few, if any, buyers, The re ta i l trade has only within 

the past few weeks seemed ready to make a readjustment in their prices* 

The merchants are new advertising extensively, of fer ing their stocks at 

greatly reduced prices , endeavoring to stimulate sales* 

The public has apparently made up i t s mind that i t has been held up and 

forced to pay exorbitant prices and i s on a strike against the re ta i l er , who 

up to this time has been unwilling to reduce h i s pr ices , and take the loss 

on h i s stock? but has been trying to unload before the readjustment comes * 

labor i s much more p lent i fu l and e f f i c i e n t , producing much more in a 

day's work; transportation has improved so that merchandise i s moving more 

expeditiously# The Pennsylvania Railroad reports that i t handled the highest 

volume of fre ight t r a f f i c ever transported on i t s system during the month of 

October- hReports from a l l Divis ions, which have just reached the general 

o f f i c e s in Philadelphia, show that during the month an average of nearly 

24,000 loaded cars per day, or l67 ,46 l per week, were forwarded to their 

respective dest inations• This represents more than 870,000 tons of fre ight 
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a day, or over 6 ,000,000 tons a week, loaded on the Pennsylvania Rai l road, 

or accepted toy i t from connecting l i n e s . The n e a r e s t approach to the 

f i g u r e s f o r October of t h i s year were those of the corresponding month of 

1919* when the d a i l y average of loaded cars handled was 23,700." The 

farmer , however, s t i l l complains of h i s i n a b i l i t y to move h i s crops to 

market because of s c a r c i t y of labor and c a r shor tage . 

The f i n a n c i a l s i t u a t i o n as f a r as the demand f o r money i s concerned 

seems to have improved, although bank loans show btit l i t t l e reduct ion . The 

peak apparent ly has been reached. 

Seme borrowers have l iqu ida ted t h e i r borrowings; t h i s i s p a r t i c u l a r l y 

t r i e of the medium-sized bus iness houses, but the la rge corpora t ions and 

manufacturing concerns are borrowing heav i ly , goods having backed up on 

them because of lack of orders and heavy cance l l a t ions* 

I t i s l i k e l y t h a t a f r e s h demand f o r money w i l l occur when the next 

qua r t e r of taxes are due in December. 

Altogether , we would say t h a t business and f i n a n c i a l condi t ions are 

f a r from s a t i s f a c t o r y and that the January statements of bus iness concerns 

are going to show heavy inventor ies and increased deb t s , with losses on 

account of heavy shrinkage in va lues . Business houses who have much commer-

c i a l paper out through note brokers are l i k e l y to experience d i f f i c u l t y 

in renewing t h i s paper when t h e i r new statements are exh ib i t ed . 

T,. L. RUE 
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D i s t r i c t No. U (Cleveland.) 

The Fourth Federal Reserve D i s t r i c t has many and d i v e r s i f i e d i n d u s t r i e s , 

and except f o r some seasonal a c t i v i t y , the demand f o r c r e d i t may "be said to 

be f a i r l y cons tan t . 

The expansion of Bank c r e d i t in the pas t year has been, in some measure, 

caused by capac i ty operation of P l a n t s , which have been l a rge ly expanded. 

The orders necessary to run these Plants were in hand u n t i l qu i te re-

cen t ly , when cance l l a t ions began and new orders were l a rge ly held up; manu-

f a c t u r e r s , however, report some exce l len t i n q u i r i e s , which are as ye t un-

c losed . Where new business has been closed in i ron , s t e e l and machinery, 

p r i c e s have been cut by the successfu l s e l l e r or matitifScturer1. In many 

manufacturing establ ishments the working hours f o r the week haVe been r e -

dticed fVom twehty (20) to t h i r t y (30) percent , in order to prolong work and 

avoid los ing good men; in the large es tabl ishments , however, i n c e r t a i n i n -

d u s t r i e s some Departments have been shut down, and the operat ion of others 

reduced, so t h a t many have been thrown out of employment. Col lect ions are 

genera l ly reported slow, and Notes and Acceptances are being o f f e red f r e e l y 

by debtors in place of cash; Many of the farmers , ins tead of paying out , 

are asking f o r add i t iona l c r e d i t to buy l i ve s tock, and expect to consume 

t h e i r products by feed ing them, hoping they w i l l get more i n t h i s way. 

The lumber people report a quiet bus iness . Some lumber i s be ing offered 

to dea le r s a t considerably reduced p r i c e s ; they a r e , however, unwil l ing to 

take on addi t iona l s tocks , unless i t i s a s p e c i f i c ma te r i a l f o r which there 

i s on immediate order i n hand. 

In the Burley tobacco D i s t r i c t , the non-resident buyers are proposing 

to give Acceptances in place of cash, as h e r e t o f o r e . The f i g u r e s are so 

la rge tha t the Banks w i l l be obliged to re-d iscount with the Federal Reserve 

Bank, and with t h e i r City correspondents . 
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The demand f o r coa l has in the pas t few weeks* g rea t ly s lackened, due 

no doubt to the prospect of decreased working hours , and a f a i r amount of 

suppl ies on hand* "based on f u l l working time. Pr ices have dropped t h i r t y 

to f o r t y per cent* 

V. S. ROWE. 
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D i s t r i c t No. 5 (Richmond) 

The F i f t h D i s t r i c t i s l a rge ly a g r i c u l t u r a l - The more i n d u s t r i a l and 

commercial sec t ions f i n d t h e i r market in the farming d i s t r i c t , and are 

d i r e c t l y a f f e c t e d by condit ions t h e r e . 

Crops have "been un ive r sa l ly good, the weather f i n e f o r ha rves t ing , but 

p r i ces d i sappoin t ing . The wave of p rosper i ty fol lowing the high pr iced crops 

of l a s t year led our people to p rod iga l i t y in expenditures and they have 

apparent ly thought i t - imposs ib le f o r p r i ces to recede again . Now t h a t r e -

cess ion has occurred, although from na tu r a l causes , the impression seems 

to p reva i l l a r g e l y tha t there has been combination somewhere to prevent the 

farmer from reaping the f r u i t s of h i s t o i l , and that i n t h i s to some extent 

the Federal Reserve Banks have p a r t i c i p a t e d . 

In tobacco sec t ions there i s some improvement- The farmers are r ea l i z ing 

that i f business s t a r t s up they must s e t the b a l l in motion by marketing t h e i r 

products , whether p r i ces are a l l t h a t could be des i red or n o t . 

Cotton p r i ces are so low tha t no one w i l l s e l l , and, indeed, i f o f fe red 

in large q u a n t i t i e s , there would be no market. The mi l l s are running about 

half time. They have no advance orders . They cannot borrow money f o r s tor ing 

the raw mater ia l or manufactured product , even i f so inc l ined . 

There i s p r a c t i c a l l y no bu i l d ing . Lumber yards are heav i ly stacked and 

are without orders* 

tabor condit ions are l e s s s t r a i ned , many i n d u s t r i e s are lay ing off hands, 

labor i s p l e n t i f u l but i n e f f i c i e n t , wages being reduced. 

The market f o r r e a l e s t a t e , investment s e c u r i t i e s , e t c . , very ac t ive 

u n t i l r ecen t ly , i s l a r g e l y c u r t a i l e d , lands s t i l l h igh but no changing hands. 

Col lect ions slow, some f a i l u r e s and more would ensue i f se t t lements were 

genera l ly demanded. There i s , however, a s p i r i t of co-opera t ion and everybody 

f e e l s s a t i s f i e d t h a t present condi t ions cannot be long p ro t r ac t ed and tha t a 
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country as productive as ours must be fundamentally sound. 

The banks are genera l ly urging l i qu ida t ion but are inc l ined to be lenient« 

They are grant ing shor t extensions with hope of gradual cu r t a i lmen t . They are 

seeking no „new loans . They r ea l i ze that without some movement of the crops 

and some repayments, funds cannot be furn ished f o r holding crops or f o r other 

purposes. Many of the banks themselves are borrowing excess ive ly . 

Our people genera l ly do not understand why, with good c o l l a t e r a l , they , 

cannot borrow a l l they want, nor why there should be a shortage of cash , A 

prominent c i t i z e n asked a few days ago,, in a l l ser iousness - What has become 

of a l l the money? Where i s the Government p r i n t i n g press? Why cannot they 

p r i n t s u f f i c i e n t to take care of the crops? 

The farmers had p len ty l a s t win te r . They spent l a v i s h l y . They have 

borrowed to make t h e i r crops. They now see no reason why t h e i r products 

should'not be r ead i ly marketed and not a few are i n d i f f e r e n t as to whether 

t h e i r debts are paid or n o t . 

In the l a s t ten days of October, loans to member banks i n the 5th 

D i s t r i c t were c u r t a i l e d everywhere except in North and South Carolina, being 

reduced from 136 mi l l ions to 1)2 mi l l i ons . Our Federal Reserve Bank i s now 

borrowing 10 mi l l ion d o l l a r s , although at one time i t was borrowing 30 

m i l l i o n s . In both the Federal Reserve and Sta te Banking systems some banks 

are uncomfortably expanded and these, as wel l as some commercial houses, need 

c a r e f u l a t t e n t i o n . 

Lower p r i ces are beginning to be no t iceab le but the people seem l i t t l e 

inc l ined to buy. There i s a large c l a s s vtiio have an idea t h a t in emergencies 

l i k e the p re sen t , the Government should take care of them. This f e e l i n g seems 

to p r e v a i l throughout the country ani the sooner we get away from i t the b e t t e r . 
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D i s t r i c t No. 6 (AtlantS) 

In order ,to obtain a composite p i c tu re of condit ions in our d i s t r i c t a t 

t h i s time, I addressed a communication to bankers in the various f i n a n c i a l 

cen te rs located t h e r e i n . I f ind p r e t t y much the same s to ry coming from 

Tennessee tha t i s t o ld in Louisiana, these represent ing the extreme ends of 

the d i s t r i c t . The only va r i a t i on in the t e l l i n g of i t i s the d i f f e r e n c e in 

the commodities involved. The condi t ion of the crop va r i e s somewhat from a 

poor y ie ld to a f a i r one but the market condit ions are very much the same 

whether i s be the products of the t e x t i l e m i l l s in Tennessee, the lumber of 

F lo r ida , the r ice of Louisiana or the cotton of Georgia. The only notable 

exception i s the an t i c ipa t ed crop of annual t o u r i s t s to F lo r ida which w i l l 

mature more r ap id jy beyond Thanksgiving. F lor ida i s f u r t h e r favored by the 

l a r g e s t c i t r u s f r u i t crop in i t s h i s t o r y and the naval s t o r e s indus t ry i s 

reported to be i n a prosperous condi t ion . Tennessee i s ca r ry ing a considerable 

volume of both cot ton and tobacco over from l a s t season as well as s u f f e r i n g 

from a stagnant market of the present crop. I was surpr i sed to l ea rn from 

one of my correspondents t h a t some cot ton of the bes t grade had sold recen t ly 

a t 1 7 | c e n t s . 

In Miss iss ippi the lumber indust ry i s in a condi t ion of p r o s t r a t i o n and 

he r long s t ap le co t ton , the pr ide of he r production, i s no b e t t e r off as to 

demand than i t s smal ler s i s t e r of the shor t s t ap le v a r i e t y . A co t ton producer 

of the d e l t a country t o l d me recen t ly tha t he had made the most b e a u t i f u l 

white cot ton t h a t he had ever seen, picked and ginned without rece iv ing a drop 

of r a i n , the same kind of cotton which l a s t year brought 97s pe r pound but 

which t h i s year could not be sold at 40 c e n t s . He maintains tha t th i s i s under 

the cos t of production* 

In Louisiana the problem of slow l i qu ida t i on of co t ton loans i s being 

shared, and bes ides the sugar , r i c e , and timber production have t h e i r own 

burdens . The sugar acreage is g r e a t e r than usual md while there are no 
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ind ica t ions of p r o f i t to the p l a n t e r , there w i l l probably be a f a i r demand a t 

p r i ces s u f f i c i e n t to l i qu ida t e the cos t of production* The r i ce crop w i l l 

reach the volume of about 13,000,000 pockets in the United S ta tes of which 

about two th i rds roust f i nd a market abroad* The average p r ice l a s t year was 

around 11 cents while t h i s year i t w i l l be aroiihd 5 cen t s . The sawmills are 

6losing down as ih o ther sect ions of the lumber be l t* In Georgia the chief 

cause of f i n a n c i a l concern i s i n the s t a t u s of the cot ton crop# The bol l -weevi l 

has done h i s worst there t h i s year* The d i spos i t i on to hold by the producer i s 

qui te marked % In tha t s t a t e as in o ther p a r t s of the cot ton a rea , even i f the 

producer would s e l l there i s but l i t t l e demand due to the deranged condit ion 

of the export market* 

In Alabama the condi t ions are much the same as in Georgia except to the 

extent tha t they may be changed by the i n d u s t r i a l product ion. There i s a slow-

ing up however in the demand f o r p ig i ron and s t e e l products ana. i n the manu-

f ac tu r e of machinery* These are a l l being somewhat a f f e c t e d by the Cuban 

moratorium* 

The mercant i le condi t ions in the Sixth D i s t r i c t are not m a t e r i a l l y 

d i f f e r e n t from those in o ther d i s t r i c t s unless i t be t h a t because of the re -

moteness of the merchants the re in from large merchandise cen t e r s , t ha t p r ice 

reductions are much slower* Notwithstanding these a d v e r s i t i e s , there e x i s t s a 

very determined and c h e e r f u l a t t i t u d e toward the problems of bus iness throughout 

the D i s t r i c t , The bankers together with those of other p a r t s of the South are 

indus t r ious ly engaged in organizing the Federal In t e rna t iona l Banking Company 

to be located at New Orleans. This w i l l be under the Edge Act and w i l l have a 

minimum c a p i t a l of s i x mi l l ions of d o l l a r s . 

OSCAR TOLLS 
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In general , the business Conditions i n t h i s D i s t r i c t have 

continued t o follow the course which began e a r l i e r i n the year* In 

var ious basic commodities, p r i ce recess ions have continued as indicated 

by the var ious index numbers tha t have been publ ished. According to 

B r a d c t r e e t ' s index, the t o t a l decline since May 1s t i s 18.5 per cent . 

The p r i c e s of t e x t i l e s and hides have been espec ia l ly a f f e c t e d , and 

there has been a l so a marked decline in the p r i c e s of chemicals and 

automobiles. On the other hand, the p r i ces of i ron , s t e e l , coke, coal 

cement and g lass show l i t t l e change. 

Kow f a r r e t a i l p r i c e s have been a f f e c t e d by the undoubted r e -

duction in the wholesale p r i c e s of many commodities.; it, i s d i f f i c u l t t o 

s t a t e . To be sure, the United Sta tes Bureau of Labor S t a t i s t i c s pub-

l i s h e s monthly index numbers of r e t a i l p r i c e s , which show a decl ine from 

the record high point of 215 in July t o 203 in August, but these index 

numbers cover only a r t i c l e s of food, 22 i n number. The la rge zzail order 

houses have a l l announced reduct ions i n p r i c e s , ch i e f l y on account of 

the f a c t t ha t most of them were overstocked and f e l t compelled t o l i q u i -

date and s t imulate the s a l e s which have declined considerably. One mail 

order house (Sears Roebuck & Company) s t a t e s t h a t i t s s a l e s f o r October 

showed a dec l ine of %0 per cent from the same month l a s t year . Another 

l a rge mail order house (Montgomery Ward & Company) r epo r t s t h a t i t s s a l e s 

f o r October, 1920, showed a decrease of 37*9 per cent from October, 1919. 

A s imi la r s i t u a t i o n i s indicated by the r epo r t s of other l a r g e r e t a i l e r s . 

I t can, t he re fo re , be taken f o r granted tha t l i q u i d a t i o n i s continuing. 

I t cannot be expected t h a t there w i l l be any permanent changes i n 

many commodities u n t i l wages a l s o decrease from t h e i r present high po in t . 
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In t h i s respec t t he re has been very l i t t l e change, though undoubtedly 

w i t h i n the next months some adjustments w i l l take p l ace . In t h i s 

connect ion one of the l a r g e s t e e l companies, s i t u a t e d c h i e f l y i n 

Chicago, announced on October 2.6 t ha t i t was l ay ing off 1 ,000 men. S t i l l 

more r e c e n t l y i t was announced in the da i ly p r e s s t h a t an agreement had 

been signed i n the bu i ld ing t r a d e s of Chicago t o a r b i t r a t e a l l d i spu tes 

a r i s i n g before May 1, 1922. At the same time, the unions made a w r i t t e n 

promise not t o ask f o r higher wages a t the e x p i r a t i o n of p resen t con-

t r a c t s , All t h i s gives r i s e t o a bel ief t h a t wages w i l l follow a d j u s t -

ments i n p r i c e s , though i t may be somewhat slowly. 

As regards the gra in s i t u a t i o n , the corn crop i s the h ighes t 

i n four t een years , and wi th four except ions the bes t i n twenty-e ight 

yea r s . I t w i l l amount to over 3#000,000,000 bushels , which i s roughly 

214,000,000 bushels $ore than i n 1919, 

The wheat crop of 1$20 i s somewhat smaller than l a s t y e a r ' s , 

the f i g u r e s being roughly 752,000,000 bushels a s aga ins t 940, 000,000 

bushels . The d i f f e r e n c e , however, i s almost made up by a carry-over 

amounting to over 150, 000,000 bushels . 

The oat crop i s a l s o l a r g e , being about 1 ,444,000,000 bushels , 

which i s 156,000,000 bushels more than l a s t year and 2$,000,00C bushels 

above the average f o r the l a s t t en yea r s . 

As a r e s u l t of the s ize of these crops and p a r t l y due t o general 

condi t ions , p r i c e s have receded. Owing to these lower p r i c e s the farmers 

have threa tened t o withhold t h e i r crops u n t i l a h igher p r i c e can be obtained. 

The e f f e c t of t h i s was no t i ceab le f o r sometime e s p e c i a l l y i n t h e Southwest 

but more r ecen t ly shipments of g ra in to the primary markets have very con-

s ide rab ly increased and a r e now up t o normal. The b r igh t p rospec t s 
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in the Southwest f o r next y e a r ' s crops have apparently had the psychologic 

e f f e c t on the farmers there of inducing them t o l e t t h e i r gra in go a t 

current market p r i c e s . While throughout the Northwest the banks 

have exerted t h e i r inf luence to induce or enforce l i q u i d a t i o n apparently 

with some success. 

The s i t u a t i o n i n the c a t t l e business, on the other hand, i s r ea l l y 

a ser ious one. At the previous jo in t meeting of the Federal Reserve 

Board and the Federal Advisory Council, a committee appeared t o present 

the s i t u a t i o n i n regard to the c a t t l e r a i s i n g indus t ry . The condit ions 

then described have not improved, but those i n t e r e s t ed in the l i v e stock 

industry of the country now r e a l i z e tha t ne i the r the government nor the 

Federal Reserve Banks can render add i t iona l a i d . They have turned to the 

l a r g e r banks to r e l i e v e soae of the dangers to the indus t ry , and i t i s 

now proposed to have a group of banks s i tua ted i n Chicago, New York, 

Boston, Omaha, Kansas City, Minneapolis and S t . Paul, underwrite a fund 

of approximately $30,000,000 by means of which smaller and weaker banks 

may be aided in continuing to carry paper sold to them by i n t r i n s i c a l l y 

sound c a t t l e loan companies. The Chicago banks have a l ready agreed to 
ranner 

underwrite $8*000,000 of t h i s amount. I t i s hoped i n t h i s to 

help the s i t u a t i o n , espec ia l ly i n the s t a t e s of Montana, Idaho, Wyoming 

and the Dakotas. 

I t must be noted a s a su rp r i s ing f a c t , that in sp i t e of the 

str ingency i n the money market, there has been no d i f f i c u l t y in f l o a t i n g 

new i s sues of s e c u r i t i e s . To be sure, in a l l cases the r a t e s of i n t e r e s t 

and the terms of the i s sues have been unusually a t t r a c t i v e . Among those 

of specia l i n t e r e s t t o the Seventh Federal Reserve D i s t r i c t may be men-

t ioned the fol lowing i s s u e s : 
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$60,000,000 Armour & Company 7% notes . 
15, 000,000 Morris & Company 7 a n o t e s . 
40,000,000 Swift & Company '7% no tes . 
50,000,000 Sears Roebuck & Cogtpany ~J% notes . 

8,000,000 I l l i n o i s Central R.R. equipment no tes . 
1,000, 000 Public Service Company of Northern I l l i n o i s no tes . 
3,000,000 Liquid Carbonic Company &% notes . 
3,000,000 P f i s t e r & Vogel Leather Company 1% no tes . 
5,000,000 Commonwealth Edison Company ~\% no tes . 

$00,000 Edison E l e c t r i c Appliance Company ']% bonds. 
^00,OCQ S. F. Bowser & Company 6$ no tes . 

-10,000.COO National Leather Company notes 
$195,000,000 

Notwithstanding an increase in savings bank deposi ts , an unusually l a rge 

proport ion of new issues have been -placed with small inves to r s so tha t 

i t has been found advisable to issue s e c u r i t i e s in denominations as small 

as $100.00. Government war i s sues a r e a l so continuing to be absorbed by 

the general publ ic in a s a t i s f a c t o r y manner. 

Business f a i l u r e s i n the Seventh Federal Reserve D i s t r i c t have 

been somewhat on the increase in about the same proport ion as in the 

r e s t of the country. , The f a i l u r e s , however, have been ne i t he r so la rge 

nor so numerous a s to cause any anxiety, and on the whole represent merely 

the na tura l process of weeding out f irms which were enabled to ex i s t 

solely a s a r e s u l t of the abnormal condit ions brought about by the war. 

There has been considerable l i qu ida t ion of deposi ts a t the centers 

espec ia l ly t&ose of Country Banks, This has re tarded the reduct ion i n the 

borrowings a t the Federal Reserve Dinks by the l a rge r member banks. However 

f i f t y one banks i n Chicago repor t ing to the Federal Reserve Bank on November 

5 a s aga ins t 49 banks repor t ing on September 10th show the following con-

t r a c t i o n i n t h e i r f i g u r e s . 

Loans and Investments reduced 

Deposits reduced 

$33,389,000 

IS, 014, 000, 
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PRICE READJUSTMENTS: Some manufacturers and a considerable number 

of wholesalers , e spec ia l ly in t e x t i l e , general c lo th ing , and footwear l i n e s , 

are making reduct ions i n p r i ce s . In not a few cases they a r e f rankly 

taking t h e i r l o s se s , which, on account of the r e l a t i v e l y high p r o f i t s 

during the pas t s ix years , w i l l not embarrass many of the .concerns. The 

r e t a i l e r in general i s not showing the same d i spos i t ion t o reduce p r i c e s . 

This i s due la rge ly to the following reasons: 

F i r s t : He has on h i s shelves a considerable stock of high pr iced 
goods upon which he wishes to get p r o f i t , or a t l e a s t cos t . 

Second: The consumer i s yet wary of buying. 

Third: Many r e t a i l e r s a re poor merchants, and neglect the f i r s t and 
l a s t ru le of good merchandising - namely, t o turn t h e i r goods. 
They have become accustomed during the l a s t several years , to 
such high p r o f i t s tha t i t seems impossible t o many of them 
tha t they should have to s e l l goods e i t h e r on a small, or no 
margin of p r o f i t . 

The p o t e n t i a l buying power of the publ ic i s jtet very great but they 

had to pay such rap id ly advancing p r i ce s during the war period, t ha t they 

are rebel l ious* As a coisequence, goods a re not being turned at a 

des i rab le r a t e . A period of f a l l i n g p r i ces , succeeding one of very 

rapidly r i s i n g p r i c e s , does not - contrary t o popular opinion - s t imulate 

demand. The a g r i c u l t u r e i n t e r e s t s , e spec ia l ly those having wheit and 

cotton, g rea t ly resent the f a l l i n g p r i ce s , and a r e making e f f o r t s to hold 

t h e i r commodities. Col lect ions in general a re only f a i r . Normally, loans 

would be paid off a t t h i s season of the year, out many wi l l continue out-

standing for a per iod, u n t i l i t i s f a i r l y c lear both to the consumer and 

to the farmer, tha t nothing i s to be gained from s taying out of the market. 

FINANCE AND CREDIT: S t . Louis bank c lear ings between January and 

July , 1920, were from 6$ to 10% above the same per iod of 1919* Since 

July , bank c lea r ings fo r every week except one have been below those of the 

same weeks of 1919> the monthly decl ines being from lf> to 9$ below those 
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of July to November, IQIQ,, Loans,, discounts , and deposi ts of St , Louis 

banks normally increase between July 1s t and November 1 s t . Last year 

the increase i n loans and discounts during t h i s period was 10$. A 

s l i gh t decrease of l e s s than one percent was shown t h i s year during the 

July-November pe r iod . While the volume of loans and discounts i s g rea te r 

on November 1 s t , 1$20 than on November 1 s t , 1919; yet the increase 

occurred during the f i r s t half of the year. On July 1 s t , 1920, loans 

and discounts were but 33^ grea te r than a year ago. But, due to the 

absence of the normal increase from July to November, loans and discounts 

on November 1 s t , 1920, were only 19$ more than on November 1 s t , 1919* 

Thus, the demand f o r funds was greater so much e a r l i e r in the year, t ha t 

the s t r a i n on the banks during l a s t summer and early autumn was marked* 

This condit ion was accentuated by the decline in bank depos i t s between 

July 1s t and November 1s t of t h i s year . Last year depos i t s increased 

S$ in t h i s pe r iod . This year they declined 3$. The depos i t s of country 

banks with S t . Louis banks, were 32$ smaller on November 1 s t , 1920 than 

on November 1 s t , 1919-

LABOR SITUATION: There i s l i t t l e unemployment, and in p r a c t i c a l l y 

no l i n e i s there a sca rc i ty of l abor . There i s l i t t l e or no d i spos i t ion 

to demand increases in wages, and some groups of l abo re r s a r e becoming 

i n t e r e s t e d in the prospect of holding t h e i r jobs a t the p reva i l i ng wages. 

I t i s qui te poss ib le , with a f u r t h e r readjustment in p r i c e s , t ha t the 

wage earner w i l l be w i l l i ng to accept a reduct ion i f , a f t e r a per iod, i t 

seems very evident t h a t the manufacturer and d i s t r i b u t o r has stood a l l 

the l o s se s which a r e poss ib le , and f a i r f o r him, . 
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BUILDING CONSTRUCTION: Building cons t ruc t ion has been, and s t i l l 

continues, on a very moderate basis* There has been a d i spos i t i on t o 

wait fo r lower p r i c e s in construct ion z ia tar ia ls and wages* 

SUMMARY: The general business and f i nanc i a l s i t u a t i o n i s not one 

which i s occasioning any alarm. There i s a f e e l i n g of confidence in the 

future* Few business men bel ieve that we a re soon to have boom times, 

and most of them a r e convinced of the necess i ty and a re w i l l i n g to 

accept the l o s s e s of readjus tment . Indeed, there i s a wide spread d i s -

pos i t i on to want t to get on a sound, subs tan t i a l bas i s as soon as poss ib le . 

There a re few who have any thought tha t a panic i s threatened, but on 

the contrary, a re calmly viewing a period of i n d u s t r i a l slowing up, 

preliminary to a spring period of some i n d u s t r i a l improvement, and sub-

s t a n t i a l , if not exceedingly prosperous, business condi t ions . 

F„ 0. WATTS. 
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Business i n the Minneapolis D i s t r i c t i s slowing down qui te f a s t 

in a l l l i n e s . This began l a t a l a s t spring, s t a r t i n g in the automobile 

and t r a c t o r business and gradually extending, u n t i l now i t covers a l l 

l i n e s . This D i s t r i c t , being l a rge ly an a g r i c u l t u r a l one, our turnover 

i s a f f e c t e d by the outcome of our farm products and the p r i c e which these 

br ing . Grain crops, outside of corn, a r e not up to the average, wheat 

espec ia l ly being below the average, and t h i s l a t t e r i s our g rea t e s t cash 

producing crop. The y ie ld of corn i s above the average, but t h i s g ra in 

does not move to market ea r ly , i t being mostly used up in feeding l i v e 

stock, which br ings in money t o the country a f t e r the t u r n of the year . 

tets, rye, bar ley , and f l a x , a re a s a ru l e below the average crop, wi th 

the poss ib le exception of oa t s . 

The very heavy cost of seeding and harves t ing of t h i s y e a r ' s crop 

has been a dra in on a l l of the banks in the D i s t r i c t , and t h i s , with the 

small r e tu rn i n bushels, in add i t ion to the very severe break i n p r i c e s 

during the past s ix ty days, i s making a very d i f f i c u l t s i t u a t i o n f o r a l l 

of the i n t e r i o r banks. Natural ly , l i q u i d a t i o n which goes on when these crops 

a re being sold in the f a l l i s being en t i r e ly changed, f i r s t , because of the 

fac t tha t what crops the farmers have, a t the present p r i c e s , a r e not s u f -

f i c i e n t to pay a l l t h e i r debts , and second, because of the break i n p r i c e s 

many farmers a r e r e fu s ing t o s e l l what they- have, and there i s shrinkage 

in t h e i r depos i t s from those who owe nothing and who wi l l not s e l l t h e i r 

gra in . Country banks a re being importuned fo r add i t i ona l accommodations, and 

a s they a r e more or l e s s i n sympathy with the farmer i n h i s endeavor t o hold 

h i s grain f o r higher p r i c e s , they a re in every way t r y i n g to meet t h i s demand 

by borrowing from the Federal Reserve Bank and t h e i r o ther c i ty correspondents. 
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BANKING. 

Conditions i n the banking business are not easy, e spec ia l ly 

so i n the i n t e r i o r banking p o i n t s . Many banks f ind themselves heavily 

loaned up, in many cases with non-l iquid a s s e t s , caused by the heavy 

speculat ion in farm lands and the purchase of t r a c t o r s and automobiles, 

and the e rec t ion of new bui ld ings . Tnis forces them in to tne Federal 

Reserve Bank and the c i ty correspondents for excessive amounts - much more 

than they ever were accustomed to ask f o r in previous years , making the 

s i t u a t i o n f a r from easy and, i n f a c t , in many p laces uncomfortably c lose . 

The determined e f f o r t upon the pa r t of the farmers to avoid 

the s e l l i n g of t h e i r grain on the present low market i s a f f e c t i n g co l lec t ions , 

not only w i t h t h e i r own banks but with jobbers and manufacturers, through the 

f ac t tha t l oca l merchants in the various small towns a re unable to l i q u i d a t e 

t h e i r b i l l s * This i n tu rn stops the l i q u i d a t i o n of loans to c i ty banks from 

the i r l a r g e r customers, and from present appearances, means tha t a great many 

loans which a r e na tu ra l ly paid before the f i r s t cf the year a r e going to be ' 

car r ied over i n t o the new year . There i s one thing, however, which I 

bel ieve to be a good th ing , and that i s the present closeness of money; 

and tne l o s s which most of the farmers a re up aga ins t on account of the p r i ces 

i s fo rc ing the very closest economy, not only in expenditures but i n purchases, 

and if t h i s i s car r ied through the next year I have no doubt tha t our D i s t r i c t 

w i l l snow a very rapid recovery and our condit ions be more nearly normal a f t e r 

the harves t ing of next y e a r ' s crop. 

At the present time I cannot see very much prospect of the l a r g e r c i ty 

banks being ab l e to go out of debt to the Federal Reserve Bank fo r some months 

to come; in f a c t , my opinion i s t ha t they w i l l be borrowers a t the Federal 

Reserve Bank through the year 1921, 
C. T. JAEKRAY Digitized for FRASER 
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Conditions in t h i s D i s t r i c t have been unusual and d isappoin t ing . 

The second l a r g e s t crop of wheat was ra i sed t h i s year in Kansas and i t 

was na tu ra l to expect t h a t deposi ts would increase and loans would be 

l i q u i d a t e d , but on the other hand deposi ts did not go up and there has 

been a press ing demand f o r money, I# the f i r s t place the Rai l roads could 

not fu rn i sh cars to move the wheat, and when the wheat began to decl ine 

the farmers did not care to s e l l , but recent ly the banks in the l a r g e r 

cen te rs have been press ing the country banks to have the farmer ship any 

way enough of h i s products t o pay h i s indebtedness* This move i s beginning 

to show some r e s u l t , but r a the r slow* 

There appears t o be nothing in the mercanti le t rade to ind ica te any 

decided change in the tendency p reva i l i ng for some time. The sweeping 

p r i ce reduct ions of the l a s t few weeks seem to have unse t t l ed the publ ic 

to such an extent tha t purchasers a re holding off buying beyond the ac tua l 

n e c e s s i t i e s , expecting p r i c e s to go down s t i l l more* Wholesalers and 

r e t a i l e r s a r e more caut ious in t h e i r buying than ever* R e t a i l e r s a r e 

endeavoring to u n l o a d t h e i r high cost stocks and a re buying from hand to 

mouth. The wholesalers have had some unpleasant experiences with t h e i r 

customers, some cancel l ing orders while others a c t u a l l y r e tu rn goods which 

had been shipped to them. 

Underlying these condit ions there seems to be a f ee l i ng , however, uhat 

business w i l l , with adjustments now going on, begin to improve a f t e r the 

new year . Whether the "wish i s f a the r to the thought" i s to be seen l a t e r . 

The l i v e stock s i t u a t i o n has improved* There have not been a s many . 

c a t t l e coming t o market a s compared with one or two years ago* The farmers 

have abundance of feed and in a l l cases where poss ib le the banks have t r i e d 

t o a id in carrying these c a t t l e over a s there i s no quest ion but t ha t there 
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i s a shortage in meat animals. 

Production of crude o i l i s about 400,000 b a r r e l s per day in 

Kansas and Oklahoma. The output i s in excess of the consumptive demand 

and the te i s a tendency to hold back oh development operat ion. 

In the lead and s ine f i e l d s production of ores has been regula ted 

by market demand. In October, f o r ins tance , nearly a l l the mines were 

shut down fo r per iod 'of two weeks in order to c u r t a i l the output and 

dispose of l a rge surplus stocks. 

Building operat ions have slumped percept ib ly during the l a s t half 

of the year , but with grea t ly lowering p r i ces of mater ia l i nd ica t ions 

are t h a t renewed a c t i v i t y w i l l come along i n t h i s l i n e . 

E. F. SWINNEY. 
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The depressed cotton market and c a t t l e market h i t hard the two p r i n -

cipal i n d u s t r i e s of t h i s d i s t r i c t / making the loanable values of these 

commodities unce r t a in from the bankers ' viewpoint, even if abundant funds 

were a v a i l a b l e , and as a consequence there i s a t the present time consider-

able pessimism,- with the cotton r a i s e r s pr imari ly because they cannot 

borrow funds with which to carry over t h e i r crops, and wi th the c a t t l e 

i n t e r e s t s because many cannot get renewals aba extensions of t h e i r present 

loans , and another l a r g e c lass a r e unable to borrow money with which t o buy 

c a t t l e to re -s tock t h e i r ranges, the ranges as a whole being sparsely stocked 

a t the presen t t ime. 

These same condi t ions make the banker more caut ious and, with uncer ta in 

markets ahead fo r both of said main commodities, the conservative banker i s 

slow t o a v a i l himself of discounting p r i v i l e g e s with the Federail Reserve Bank, 

and a s a f u r t h e r consequence of t h i s dual s i t u a t i o n money remains t i g h t with 

p reva i l i ng high r a t e s . 

From a general view po in t , however, condit ions a re thoroughly sound, as 

we have ra i sed an abnormal cotton crop, which, even a t the low p r i ce , when 

marketed w i l l r e t u r n a vas t sum of money; and I be l ieve I am sa fe i n saying 

t h a t the major po r t ion of the c a t t l e loans a re being ad jus t ed and extended, 

so t h a t comparatively few c a t t l e from t h i s d i s t r i c t a re being forced upon the 

market and, as the range condi t ions are except ional ly good and c a t t l e w i l l 

remain f a t during the win ter , i t i s probable t h a t a l a rge amount of these 

loans w i l l be l i qu ida t ed , even before spr ing . 

1 bel ieve every wel l -posted th inking man h i s the utmost confidence in the 

outcome, without very se r ious detriment or l o s s t o any one who i s reasonably 

conservative, though the re i s qui te a considerable element t h a t complain 

grea t ly and seem unable to r e a l i z e tha t we a re going through the necessary 

readjustment period neces s i t a t ed by the i n f l a t i o n during war t imes, and many 
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seem not to r e a l i z e t h a t i t i s impossible to d e f l a t e without reducing and 

r e s t r i c t i n g to a considerable extent a l l commercial a c t i v i t i e s . 

In my opinion one of the g rea tes t works fo r the banker i s to t a lk wi th 

and convince h i s customers, and a l l with whom he comes in contact , t ha t we 

a re going through a necessary period of re-adjustment, and such only a s has 

followed a l l the great wars, but with our own country i n b e t t e r condit ion 

and experiencing l e s s disturbance from t h i s readjustment than any other 

na t ion in the world. 

The banks of t h i s d i s t r i c t a re as a whole in a thoroughly s t rong and 

safe pos i t ion , and indeed probably some could be properly c r i t i a i z e d f o r not 

being more l i b e r a l toward t h e i r customers, and to t h a t end a v a i l i n g themselves 

to a g rea te r extent of t h e i r discount p r i v i l ege s wi th the Federal Reserve Bank. 

R. L. BALL. 
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Financia l and Commercial S i tua t ion in the Twelfth D i s t r i c t with spec ia l 

reference to the Northwest: 

lumber: This leading indus t ry of the Northwest shows a f a l l i n g off due 

to increased f r e i g h t r a t e s which make i t almost impossible f o r 

our m i l l s to compete in the Eastern markets, al though some of 

the t idewater mi l l s are ge t t i ng r e l i e f by water shipments* 

However, the r a i l roads are now purchasing lumber which i s keeping 

some of our lumber mi l l s i n operation- Housing condi t ions through-

out the United S ta t e s a lso would seem to ind ica te tha t before long 

there should be a pronounced demand f or the output of our m i l l s . 

fis ye t the average wage paid in our lumber m i l l s , v i z , *8.00 per 

diem, has not been reduced, hut unless labor accepts a reduction 

of the present sca le more.of our m i l l s w i l l have to c lose down. 

The farmers who are able to hold t h e i r wheat are not disposed to 

s e l l a t the present p r i c e . Indeed, there i s not much movement in 

wheat as "buyers genera l ly are out of the market due in large 

measure to the condi t ion of fo re ign exchange. The r e s u l t i s there 

i s comparatively l i t t l e l i qu ida t ion of t h i s y e a r ' s c rop . Most of 

the country f l o u r i n g mi l l s have closed down and those who are 

buying a re only purchasing i n small q u a n t i t i e s . This check in 

l i q u i d a t i o n of our most important crop has r e su l t ed in the country 

hanks leaning heav i ly on t h e i r c i t y correspondents at a time of the 

year when usua l ly the country "banks are not only not indebted to 

the c i t y banks, but on the other hand are ca r ry ing hansoms ba lances . 

While the salmon pack on the Columbia River i s moving and s e l l i n g 

a t s a t i s f a c t o r y p r i c e s , never theless fhe demand f o r Pinks and other 

lower grades of salmon i s so l imi ted that there i s a very la rge 

carryover of the f lasks, pack which means a t ieup by the banks of 

Wheat; 
Flour 

Salmon: 
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la rge amounts of money. 

F r u i t : Packing in t h i s l i ne was munh c u r t a i l e d t h i s season by the high 

p r i ce of sugar- Although a goodly por t ion of the output has 

already been sold on con t r ac t , never the less apparent ly a con-

t r a c t i s regarded by purchasers only as an opt ion, s ince i n many 

cases purchasers are endeavoring to be re l ieved from t h e i r 

agreements. 

Cattle-Wool: The s i t u a t i o n in the l ives tock indus t ry i s very s e r i o u s . The 

absolute lack of demand f o r wool* making i t impossible to dispose 

of the same, has caused a very la rge carryover , with a consequent 

t i e up of funds . Both with c a t t l e and sheep i t i s of paramount 

importance t h a t provis ion should be made f o r ca r ry ing the stock 

through the Winter. .Although hay i s p l e n t i f u l and i s s e l l i n g as 

low as $5-00 and $6.00 per ton (as agains t $20.00 to $25.00 l a s t 

year) never the less i t seems impossible f o r the stockmen to obtain 

funds with which to purchase f eed . Without an adequate supply 

of feed the losses in the sheep and c a t t l e bus iness t h i s coming 

Winter w i l l be enormous. This, together with the forced s a l e s 

now taking place of young cows and breeding ewes, not only vi 11 

se r ious ly c r ipp le the l ives tock indus t ry of the country , but 

a l so w i l l endanger the meat supply of the United S t a t e s . 

General 
Business: Our wholesalers and jobbers continue to report bus iness as good 

and genera l ly claim tha t the volume i s g r e a t e r than f o r the same 

period i n 1919- They s t a t e co l l ec t ions are f a i r bu t slowing 

down. All recognize however with condi t ions as they a r e through-

out the Northwest, tha t s a l e s must f a l l o f f , and in order to 

move stocks some are quoting lower p r i ce s to i n t e r i o r merchants. 
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They a l so report some cancel la t ion* of o rders . 

R e t a i l e r s in Por t land, e spec ia l ly the department s t o r e s , shoe 

s t o r e s and c lo th ing houses, are c u t t i n g p r i ces from 25 to 35 

pe r c e n t . They advise they a re "buying from the East only in 

small q u a n t i t i e s , and to supply t h e i r absolute needs. Re-

t a i l e r s s t a t e that the charac ter of t h e i r sa les has changed 

from a year ago. %e re as at t h a t time they could not carry 

goods expensive enough to s a t i s f y the demand, today the de-

mand f o r high pr iced goods i s small and consumers are buyirijg 

lower pr iced a r t i c l e s . 

Labor: As ye t there i s not much id le l abor , nor any ma te r i a l reduc-

t i on in Wages, but with the approach of Winter and the possible 

c los ing down of logging and lumber operat ions there i s a l i k e -

l ihood of a large increase of the unemployed during t h i s 

coming Winter. • How much trouble t h i s w i l l cause cannot be 

de te rained t oday» 

Banks and 
Banking: From what has been said above one can e a s i l y see t h a t the 

banks of the Northwest are a l l ca r ry ing a heavy load; country 

banks are leaning on t h e i r c i t y correspondents and the c i t y 

correspondents are doing t h e i r be s t to meet the s i t u a t i o n ; "but 

with comparatively small l i qu ida t ion of bas ic products , and 

with merchants and r e t a i l e r s s t i l l heavy borrowers, the f i -

nanc i a l s i t u a t i o n i s f a s t becoming s e r i o u s . 

While no c r i t i c i s m can be made i n regard to the po l icy of de-

f l a t i o n adopted by the Federal Reserve Board l a s t Spring, i t 

i s a mat te r f o r ser ious cons idera t ion whether the cont inuat ion 

of the present po l icy of d e f l a t i o n may not become des t ruc t ive Digitized for FRASER 
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and s e r i o u s l y a f f e c t the product ion of those t h i n g s t h a t are 

ab so lu t e ly necessary f o r the maintenance of us a l l . If the 

Board and Council can devise means to ease up the p r e sen t 

c r e d i t s t r i r igency without endangering our f i n a n c i a l system, 

t h e i r de terminat ion w i l l meet with u n i v e r s a l commendation. 

In the w r i t e r ' s opinion a publ ic s tatement from the Federa l 

Reserve Board tha t 

" the l eg i t ima te ca r ry ing of commodities which roust "be 
consumed, such as g ra in , c o t t o n , l i v e s t o c k and wool, 
w i l l rece ive l i b e r a l support from the Board a t t h i s 
time" 

would a id the "banks m a t e r i a l l y i n handl ing the p r e s e n t s i t u a -

t i o n . 

A. L. MILLS 
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S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

J O H N S K E L T O N W I L L I A M S 

C O M P T R O L L E R O F T H E C U R R E N C Y 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

1 C 5 5 
W . P . G . H A R D I N G . G O V E R N O R 

E D M U N D P L A T T , V I C E G O V E R N O R 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , S E C R E T A R Y 

V W E R S O N . A S S I S T A N T S E C R E T A R 

vTT V / T H I A Y , F I S C A L A G E N T 

November It)., 1$20. 

SUBJECT: 
Apportionment cf Expense of Insurance Premiums 

i n Connection with Vault Tests . 

Dear S i r : 

The Federal Reserve Board recent ly decided to insure i t -
self and the Government against l o s s from any damage which 
might r e s u l t from the vaul t t e s t s now in progress in Washington 
under the supervision of i t s Consulting Archi tec t , Mr. A. B. 
Trowbridge. The Board f e l t tha t these t e s t s involve r i s k s which 
made i t advisable to take out t h i s insurance, but a s insurance 
premiums a re not considered usual items of expense fo r govern-
mental establ ishments the Board bel ieves i t p re fe rab le tha t 
the premiums fo r t h i s insurance be paid by the Federal Reserve 
Banks ra ther than by the Federal Reserve Board. 

Arrangements have been made whereby the Federal Reserve 
Bank of New York w i l l pay these premiums, amounting to $1,100, 
and apport ion the expense among a l l the Federal Reserve Ranks. 
You w i l l doubtless receive from the Federal Reserve Bank of 
New York i n the course of the next few days a statement of 
your propor t ionate share of the expense. 

Very t r u ly yours, 

G o v e r n o r 

CHAIRMEN OF ALL F, R. BANKS except New York. 
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D A V I D F . H O U S T O N 

S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

J O H N S K E L T O N W I L L I A M S 

C O M P T R O L L E R O F T H E C U R R E N C Y 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

W . P . C . H A R D I N G , G O V E R N O R 

E D M U N D P L A T T , V I C E G O V E R N O R 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , S E C R E T A R Y 

R . G . E M E R S O N , A S S I S T A N T S E C R E T A R Y 

w . M . I M L A Y . F I S C A L A G E N T 

November 17» 1920. 
X-2062 

Subjec t : Federal Reserve B u l l e t i n : Special Rate to 
Examiners of Sta te Banking Departments. 

Dear S i r : 

In accordance with the custom preva i l ing during the pas t 
two years whereby the Federal Reserve Banks have undertaken to 
supply examiners of Sta te Bank Departments located in t h e i r Dis-
t r i c t s with Federal Reserve Bul le t ins in an endeavor to f o s t e r a 
b e t t e r s p i r i t of cooperation between Banking Departments and the 
Federal Reserve System (See the Board's l e t t e r s X-13)5 and X-I751 
of December 27, 1918 and December 10, 1919> respect ively)» the 
Board be l i eves tha t i t would be well to continue the same po l i cy 
t h i s year and had accordingly f ixed a spec ia l r a t e f o r such sub-
sc r ip t i ons by Federal Reserve Banks a t $2*00 each per annum. 

Will you please send to the Board at your e a r l i e s t con-
venience , and in no event l a t e r than December 15th, a l i s t of the 
S ta te Bank Examiners to whom you des i r e the B u l l e t i n sent during 
the ensuing year , as the subscr ip t ions expire with the December issue* 

Very t r u l y yours, 

Assis tant to Governor. 

To Chairmen of a l l F.R. Banks 
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D A V I D F . H O U S T O N 

S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

J O H N S K E L T O N W I L L I A M S 

C O M P T R O L L E R O F T H E C U R R E N C Y 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

ices 
F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

W . P . G . H A R D I N G , G O V E R N O R 

E D M U N D P L A T T , V I C E G O V E R N O R 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , S E C R E T A R Y 

R . G . E M E R S O N , A S S I S T A N T S E C R E T A R Y 

W . M . I M L A Y , F I S C A L A G E N T 

November 18, 1920. 
X-2063 

Subjec t : Foreign Branches Open f o r 
Business on November 18 „ 1920-

Gentlemen: 

I t i s intended to publ ish in the December issue of 
the Federsl Reserve Bu l l e t i n a complete l i s t of fo re ign .branches 
of na t iona l banks a id f o r e i g n banks- doing business under agree-
ment wi th the Federal Reserve Board, which were open f o r business 
on November 18, 1920• 

I t w i l l be apprec ia ted , t h e r e f o r e , i f you w i l l f u r n i s h 
t h i s o f f i c e , as soon as convenient, with such a l i s t f o r your 
i n s t i t u t i o n . 

Very t r u l y yours, 

.Assistant to Governor, 

Sent to a l l n a t i o n a l banks having f o r e i g n brandies and 
f o r e i g n banks doing business under agreement wi th the 

Federal Reserve Board« 
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DAVID F. HOUSTON 
S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

E X O F F I C I O M E M B E R S 
W . P . G . H A R D I N G , G O V E R N O R 

E D M U N D P L A T T . V I C E G O V E R N O R 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

J O H N S K E L T O N W I L L I A M S 

C O M P T R O L L E R O F T H E C U R R E N C Y 
F E D E R A L R E S E R V E B O A R D 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD WASHINGTON 

W . T . C H A P M A N , S E C R E T A R Y 

R . G . E M E R S O N , A S S I S T A N T S E C R E T A R Y 

W . M . I M L A Y , F I S C A L A G E N T 

November 22,1920, 
X-2C64 

Subjec t : Commercial Telegrams Chargeable to the Federal 
Reserve Board. Revised Method of Accounting* 

Bear S i r : 

Refer r ing t o the Board's l e t t e r s X-l6l l (July 9 / 1 9 1 9 ) and 
X-1697 (Octj 10, 1919) wherein i n s t r u c t i o n s were t ransmi t ted concerning 
the method of prepar ing o f f i c i a l telegrams to be t en t fever the commercial 
wires f o r account oi the Federal! Reserve Boardj you ar# advised tha t a t 
the request of the Western Unidti Telegraph Company and the Pos ta l T e l e -
graph Cable Company the Federal Reserve Board Has agrded to a r ev i s ion 
of the method of se t t lement f o r serv ices performed and the fol lowing 
arrangement w i l l become e f f e c t i v e December 1, 1920: 

(a) Telegrams sent via Western Union or Posta l Telegraph to the 
Federal Reserve Board "co l l ec t " w i l l be paid f o r by the 
Federal Reserve Board a t Washington. 

(b) Telegrams via Western Union or Postal Telegraph sent "paid" 
or received "co l l ec t " by Federal Reserve Agents on Federal 
Reserve Board business wi l l be b i l l ed monthly by the Telegraph 
Companies aga ins t the respec t ive Federal Reserve Agents, f o r 
account of the Federal Reserve Board, a t Government r a t e s . 
These telegrams w i l l be assembled by the l oca l r ep resen ta t ives 
of the Telegraph Companies in the respec t ive Federal Reserve 
c i t i e s and t ransmit ted monthly with b i l l s and Federal Reserve 
Board vouchers to the Federal Reserve Agents. The Federal 
Reserve Agents wi l l examine and c e r t i f y to the cor rec tness of 
the b i l l s and forward them t o the Board by r eg i s t e r ed mai l . 
The Board w i l l make payment d i rec t to the Telegraph Companies1 

loca l r ep re sen ta t i ves i n each of the Federal Reserve Ci t ies . 

IN EXPLANATION OF THE FOREGOING: 

1. Telegrams covered by sec t ion (a) when sent over Western 
Union or Postal Telegraph Cozrpany wires addressed to the 
Board a t Washington should bear the no ta t ion - "Of f i c i a l 
Business, Collect Government Rates, Federal Reserve 
Board." 
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2. Telegrams covered by sec t ion (b) when sent by the 
Federal Reserve Agents on Federal Reserve Board business 
should bear the no ta t ion - " O f f i c i a l Business, Paid 
Government Rates, Charge Federal Reserve Agent" (give 
the name of the Federal Reserve Ci ty) . When sent by 
Clearing House managers t o the Federal Reserve Agents, 
on Federal Reserve Board business, they should bear the 
no ta t ion " O f f i c i a l business, Collect Government r a t e s " , 

3* B i l l s and vouchers with messages must be forwarded to 
the Board by r eg i s t e red mail , for the reason tha t s e t t l e -
ment i s madb on o r ig ina l telegrams or water copies only, 
and t h e i r l o s s in the n a i l would make impossible a s e t t l e -
ment by the Board. 

I t w i l l be noted that the foregoing arrangement r e f e r s only t o 
o f f i c i a l telegrams t ransmit ted of , rece ived for account of the Federal 
Reserve Board, and tha t i t does not p e r t a i n to telegrams on Bank business* 

Under the order of the Postmaster General, dated July 1, 1920, 
Government domestic telegrams a re subject in a l l r e spec t s to the p r e -
v a i l i n g commercial count of chargeable words, and the. address and s igna-
tu re of a domestic telegram are t ransmit ted f r e e , i n accordance with the 
commercial p r a c t i c e . The charge for a Government domestic telegram i s 
1+0$ of the p reva i l i ng commercial charge fo r the same c l a s s of se rv ice , 
with a minimum charge of 2$^ for a day telegram, 20^ f o r a n ight t e l e -
gram, 30^ f o r a n ight l e t t e r , and 45^ for a day l e t t e r . 

The Telegraph Companies w i l l t ransmit i n s t r u c t i o n s to t h e i r l oca l 
r ep resen ta t ives i n each Federal Reserve City, and you a r e requested to 
communicate with them as t o the d e t a i l s of the p lan . They w i l l a l s o f u r -
n i sh copies of a l l l oca l commercial t a r i f f s , e t c . 

There i s enclosed f o r t r a n s m i t t a l t o the l oca l r ep re sen t a t i ve s of 
the Telegraph Companies a supply of Federal Reserve Board Voucher #52. 

Very t r u l y yours. 

Enclosures. 

Assis tant to Governor, 

To Chairmen of a l l F.R, Banks, 
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E X O F F I C I O M E M B E R S 

D A V I D F . H O U S T O N 

S E C R E T A R Y O F T H E T R E A S U R Y 

C H A I R M A N 

J O H N S K E L T O N W I L L I A M S 

C O M P T R O L L E R O F T H E C U R R E N C Y 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

i jL 
W . P . G . H A R D I N G . G O V E R N O R 

E D M U N D P L A T T , V I C E G O V E R N O R 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , S E C R E T A R Y 

R . G . E M E R S O N , A S S I S T A N T S E C R E T A R Y 

W . M . 1 M L A Y , F I S C A L A G E N T 

November 18, 1920, 
X-2C65 

Subjec t : I n t e r » d i s t r i c t Time Schedule, 

Dear S i r : 

With c i r c u l a r l e t t e r X-1642, dated February 24, 1920, the 
3oard t ransmit ted t o you a copy of the X n t e r - d i s t r i c t $im6 Schedule 
prepared by t h i s o f f i c e . Several changes have been made by the Board, 
baaed general ly upon agreement between the two Federal Reserve Banks 
concerned in each change, aid the Schedule, a s amended to da te , appears 
on page 987 of the September Bul le t in , At the Conference of Governors 
held October 14 and 1$, 1920, the program contained the top ic "Relation 
of the Board1 s I n t e r - . d i s t r i c t Schedule to the I n t r a - d i s t r i c t Schedules" 
and the Committee appointed to consider t h i s t op i c reported tha t "each 
Federal Reserve Bank should correct i t s schedule to i t s member banks a s 
soon a s poss ib le" r 

It i s requested tha t a l l Federal Reserve Banks, between now 
and January 1, 1921, give ca re fu l a t t e n t i o n to the Board*s I n t e r - d i s t r i c t 
Schedule with a view to cor rec t ing any e r r o r s which may occur t h e r e i n . 
I t i s most important t h a t a l l e r r o r s should be promptly el iminated, i n -
asmuch as , upon the date indicated above* the Board w i l l requi re a l l 
Federal Reserve Ban^a t o extend t o t h e i r member banks, through t h e i r 
respec t ive I n t r a - d i s t r i c t Schedules, the t r a n s i t and co l l ec t ion time 
se t f o r t h i n the o f f i c i a l t n t e r - r d i s t r i c t schedule. 

No change i n the 2nter-*dis t r ic t schedule w i l l be considered 
unless the change accords with the a c t i a l time taken to c o l l e c t , and a l l 
proposed changes shottld be submitted f o r approval only a l t e r an agreement 
has been reached by the two Federal Reserve Banks concerned. 

Very t r u l y yours, 

Governor, 

To Governors of a l l F»R Banks 

Copy t o Federal Reserve Agents. 
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E x O F F I C I O M E M B E R S 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . 6 . H A R D I N G , GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M. I N L A Y , FISCAL A6ENT 

November 1 8 , 1920 . 

SUBJECT; Expense of Bold Shipments. 

Dear S i r : -

Refer r ing to miiaeogrcph. l e t t e r X-1861 of Iiarch 17» 1920, in 
regard to express and insurance b i l l s covering shipments of gold coin 
from the Denver Mint to the Subtreasury a t San F ranc i sco , I beg to ad-
vise tha t the Board i s now in rece ip t of b i l l s covering f u r t h e r ship-
ments aggregat ing $56,250 on account of expressage, and $5,000 on ac-
count of insurance, or a t o t a l of $61,250. 

Based upon p a i d - i n c a p i t a l and surp lus , the po r t i on of 
amount chargeable to each Federal Reserve Bank i s as fol lows 

t h i s 

Boston . . 
Hew York . 
Phi ladelphia 
Cleveland, 
Richmond . 
At lanta , . 
Chicago. . 
S t . Louis . 
Minneapolis 
Kansas City 
Dallas . . 
San Francisco 

$4,651.96 
18,019.57 
4,994.72 
5,584.23 
3,098.61 
2,567.65 
8,758.85 
2,368.28 
1,990.46 
2,998.00 
1,913.54 
4,304.13 

Please deposit the amount chargeable to your t ank in the 
General Account, Treasurer , U. S.» on your books, and issue C/D on 
form 1, Nat ional Banks, f o r c r ed i t of "Sa la r ies and Expenses, Feder-
a l Reserve Board, Special Fund", Expense of Gold Shipments, sending 
dupl icate C/D t o the Federal Reserve Board, 

By d i r ec t i on of the Federal Reserve Board. 

Very t r u l y yours, 

F i s c a l Agent. 
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EX O F F I C I O M E M B E R S 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . G . H A R D I N G . GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A. M O E H L E N P A H 

W . T . C H A P M A N , SECRETARY 

R . C . E M E R S O N , ASSISTANT SECRETARY 

W . M. IMLAY, FISCAL AGENT 

November 22,1$20. 

X~2067 

Subject : Queries with Respect to 
In te r locking Di rec to ra tes . 

Dear S i r : 

In the repor t which the accompanying l e t t e r dated November 
22, 1920., reques t s you t o make, the Board would l i k e to have you 
answer s p e c i f i c a l l y the following, quest ions a s to each in t e r lock ing 
d i r e c t o r a t e reported by you by reason of there being competition 
which i s more than nominal between the banks involved: 

1 . The loca t ion of each bank: whether in the same or in 
d i f f e r e n t p laces or c i t i e s . 

2. How f a r d i s t an t from one another . 

3. If s i t ua t ed in the same place or c i ty , a r e they in the 
same or d i f f e r e n t business community, 

4. Do they serve or s o l i c i t business from the same or 
d i f f e r e n t c lasses of customers. 

5- The amounts loaned by each bank on customers paper, 
secured or unsecured. 

6, The amounts invested in paper bought i n the open market. 

7- What i n t e r e s t r a t e , if any, does each bank pay on each 
c l a s s of depos i t s , 

5. What i s volume of each c l a s s of depos i t s . 

Yours very t r u l y , 

Governor. 

To Chairmen of a l l F.R. Banks. 
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EX O F F I C I O M E M B E R S 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . 6 . H A R D I N G , GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M. I N L A Y , FISCAL AGENT 

November 22,1920, 
X-2C6S 

Subject : Acceptances aga ins t Shipping Documents, 

Eear S i r : 

The Federal Reserve Board has been asked to r u l e upon the e l i g i -
b i l i t y of bankers ' acceptances created under the fol lowing circumstances: 

Cotton seed o i l i s sold and shipped by a mil l to a r e f i n e r . The 
mil l drams a s ight d r a f t upcn the r e f i n e r and a t t a c h e s the b i l l of l ad ing 
Covering the cotton seed o i l shipped. Upon r ece ip t of the s igh t d r a f t with 
b i l l Of l ad ing a t tached, the Refiner pays the s ight d r a f t and r e t a i n s the 
b i l l of l ad ing . The r e f i n e r des i res to draw ninety day d r a f t s f o r accep t -
ance by h i s bank, the b i l l of lad ing to be a t tached to the d r a f t a t the time 
of acceptance but to be returned to the r e f i n e r immediately t h e r e a f t e r . 
The f a c t s which have been presented to the Board do not i nd i ca t e how long 
a period of time i t takes f o r the completion of the shipment from the mil l 
to the r e f i n e r , but i t i s t o be in fe r red that the shipment w i l l be concluded 
shor t ly a f t e r the drawing of the d r a f t s by the r e f i n e r . In f a c t i t i s urged 
t h a t the d r a f t s must be drawn f o r ninety days because i t w i l l requi re a t 
l e a s t tha t time before the r e f i n e r can r e f i n e the cotton seed o i l , and r e -
ship the f in i shed product and receive payment t h e r e f o r . 

The Federal Reserve Board i s of the opinion tha t d r a f t s drawn under 
these or s imi la r circumstances a re not e l i g i b l e f o r rediscount by Federal 
Reserve Banks. 

The Board has here tofore ruled tha t d r a f t s drawn by the purchaser 
of goods and secured a t the time of acceptance by b i l l s of l ad ing covering 
the goods bought a re not e l i g i b l e unless the proceeds a re to be used to pay 
for the goods. (Federal Reserve Bu l l e t i n May page 380; Federal Reserve 
Bu l l e t in January 1Q20, page 66). Under the f a c t s which have been presented 
to the Board i n the present case, i t i s not c lear whether the r e f i n e r i s t o 
use the proceeds of the bankers1 acceptance to pay the mi l l f o r the cotton 
seed o i l covered by the b i l l of lading. If not, the acceptance would be 
i n e l i g i b l e upon t h i s ground. 

Furthermore, even though i t should appear tha t the r e f i n e r i s to 
use the proceeds of the d r a f t to pay f o r the cotton seed o i l purchased, the 
circumstances would not , i n the Board's opinion, j u s t i f y the issuance of a 
ninety day acceptance c r e d i t , since i t i s apparent tha t the credi t i s 

1 des i red f o r the purpose of adding to t he working capital, of the borrower 
r a t h e r than to f inance the shipment of goods during the period tha t the 
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*2^ X-2c6S 

shipment i s cont inuing. A c red i t f o r such a purpose should, of course, 
be granted upon the borrower 's promissory note r a t h e r than by means of 
bankers1 acceptances . 

In the r u l i n g in the January 1920 Bu l l e t i n i t was said with 
reference to c e r t a i n renewal acceptances "the s p i r i t of the law does not 
contemplate t h a t acceptances based upon the domestic shipment of goods 
sha l l be used a s a cloak t o f inance the carrying of those goods throughout 
the process of manufacture in to f in i shed products" . The p r i n c i p l e there 
s t a ted i s equally app l icab le to o r ig ina l acceptances based upon the domestic 
shipment of goods* 

Regulation A of the Board's Regulations, Ser ies of 1920, provides 
in Section Subdivision (c) (2) t ha t -

"Although a Federal Reserve Bank nay rediscount an 
acceptance having a maturi ty a t the time of rediscount 
of not more than three months, exclusive of days of 
grace, i t my decline to rediscount any acceptance the 
maturi ty of which i s in excess of t he ac tua l or customary 
period of c red i t required to f inance the underlying t r a n s -
ac t ion or which i s i n excess of any period reasonably 
necessary to f inance such t r ansac t ion" . 

Where bankers ' acceptances a re drawn agains t ' b i l l s of lading, the 
underlying t r ansac t i on i s , of course, the domestic shipment of the goods 
covered by the b i l l of lading. The period during which the acceptances are 
to run should, t he re fo re , have some r e l a t i o n to the period of time a c t u a l l y 
required f o r the shipment. The acceptance of d r a f t s secured by b i l l s of 
l ad ing for the primary purpose of providing the borrower with working 
cap i t a l during the period required to manufacture and r e s e l l t he goods 
covered by the b i l l s of l ad ing i s an abuse of the domestic acceptance 
p r i v i l e g e which should be c a r e f u l l y guarded aga in s t : and Federal Reserve 
Banks should decl ine t o rediscount or purchase acceptances made f o r such 
purpose. 

Very t ru ly yours, 

Governor# 

To Chairmen and Governors of a l l F.R. Banks. 
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DAVID F . H O U S T O N 

SECRETARY OF THE TREASURY 
CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

E X O F F I C I O M E M B E R S 
W . P . G. H A R D I N G . GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

FEDERAL RESERVE BOARD 
A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD WASHINGTON 

W . T . C H A P M A N , SECRETARY 

R . 6 . E M E R S O N , ASSISTANT SECRETARY 

w . M. IMLAY, FISCAL AGENT 

November 22,1920. 
X-2069 

I n s t r u c t i o n s wi th r e f e rence t o sending o f f i c i a l 
telegrams v ia Western Union Telegraph Company and 
Pos ta l Telegraph Cable Company by o f f i c e r s and 
employees of the Federal Reserve Board. 

The Federal Reserve Board has entered i n t o an agreement w i th the Western 
Union Telegraph Company and the Pos ta l Telegraph Cable Company, e f f e c t i v e 
December 1, 1920, whereby o f f i c i a l messages sent over the w i r e s of those 
Companies by o f f i c e r s , employees, or r e p r e s e n t a t i v e s of the Board while t r a v e l -
ing sha l l be paid f o r a t Government r a t e s when presen ted f o r t ransmiss ion . 

For your guidance in f i l i n g telegrams, the fo l lowing informat ion i s 
submitted: 

1 . The Government r a t e , under the order of the Postmaster General 
dated July 1, 1$20, i s 4($> of the p r e v a i l i n g commercial r a t e wi th minima a s 
fo l lows: 

(a) Day te legram - 25^ minimum 
(b) Night telegram - 20^ " 
(c) Day l e t t e r - 45^ " 
(d) Night l e t t e r - 30^ " 

2. In confu t ing the charge, Government te legrams a r e sub jec t i n a l l 
r e spec t s to the p r e v a i l i n g commercial count, and the address and s igna tu re ' 
a r e t r ansmi t t ed f r e e , i n accordance wi th commercial p r a c t i c e . 

3. No war tax should be assessed by the Telegraph Companies on t | l egramg 
sent on o f f i c i a l bus iness , 

4. When f i l i n g te legrams, the o r i g i n a l and one copy should be submitted 
t o the Telegraph Company toge ther wi th evidence t h a t the sender i s an o f f i c i a l , 
employee or r e p r e s e n t a t i v e of the Federal Reserve Board. The carbon copy wi l l 
be r e c e i p t e d and re tu rned to the sender, who w i l l forward i t t o t h e Federal 
Reserve Board a s a sub-voucher a t t ached t o h i s expense account when submitted 
f o r reimbursement. 

Respec t fu l ly , 

R. G. EMERSON, 

Ass i s tan t t o Governor. 
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EX O F F I C I O M E M B E R S 

DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

, CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

W . P . G . H A R D I N G . GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

H E N R Y A . M O E H L E N P A H 

W . T . C H A P M A N , SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M . 1MLAY, FISCAL AGENT 

November 24,1920* 
X-2070 

Sub jec t : Extension of Credi t to Farmers* 

Dear S i r : 

The Beard has rece ived severa l te legrams r ecen t ly from 
ind iv idua l s and Boards of Trade i n towns loca ted i n Northeas tern 
Nebraska, South Dakota, and North Dakota, a l l couched i n subs tan-
t i a l l y the same words and phrases , urging the Federal Reserve 
Board " to dec lare t h a t an emergency now e x i s t s and to a r range f o r 
c r e d i t extension t o fa rmers" . 

For your informat ion, a copy of one of these te legrams 
i s sent t o you herewith, toge ther with a copy of the Board ' s r e p l y . 

Vary t r u l y yours, 

Enclosures . 

Governor. 

To Chairmen of a l l F.R, Banks. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1078 

X-2070 a 

COPY OF TELEGRAM 

Hon. l.P.Gr. Harding, 
Governor, Federal Reserve Board, Washington, D.C. 

Our country i s f u l l of corn, oats , imaature pigs and pa r t l y f a t t e d 
c a t t l e , 'Your Board i s i n s i s t i n g tha t farmers s e l l these products to 
reduce ex i s t ing indebtedness. The only sa lable produce i s corn a t 40 
cents and oats a t 33 cents per bushel. A sale a t t h i s p r i ce w i l l not 
pay the cost of r a i s i n g the crop and w i l l not l i qu ida te any indebtedness 
but wi l l simply force the crops into, the hands of speculators and a very 
l a rge part of the farmers into bankruptcy and a t a time when the consumer 
i s able to pay a f a i r p r i c e . This means that general bankruptcy wi l l 
follow. We earnest ly urge your Board to declare tha t an emergency now 
ex i s t s and to arrange fo r credi t extension to farmers so t h a t some of the 
ex is t ing indebtedness can be paid out of the proceeds of the present crop. 
Your Board outl ined a pol icy l a s t spring to bring down p r i ce s and i n so 
fa r as p r i ces of farm products are concerned you have cer ta in ly more than 
accomplished your purpose. If your Board would br ing pressure to ma e a 
decent market our farmers would gladly s e l l t h e i r products* 
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X-S070 b 

November 24,1920* 

Dear S i r : 

A telegram dated November 22nd, signed by yourself and i n behalf 
of one hundred and e igh ty - f ive others , has been received and duly con-
sidered by the Federal Reserve Board. 

Our information i s t h a t the p r i ce condit ions of which you com-
p l a i n a re due in p a r t to the d i f f i c u l t y of maintaining a l a rge volume of 
exports because of the c r ed i t s i t u a t i o n abroad, i n par t t o the unusually 
l a rge crops which have been produced t h i s year , and in pa r t to the f a c t 
t h a t the farmers, f o r one reason or another, ca r r ied over a l a r g e r amount 
than usual of l a s t y e a r t s crops. The f a l l of p r i c e s has a l so been 
acce le ra ted because of grea ter economy on the p a r t of consumers and t h e i r 
re luctance to pay the p r i c e s which prevai led some months ago. 

The Federal Reserve Board r e g r e t s the embarrassments which are 
a t tendant upon the comnerce, business and ag r i cu l tu r e of the country, but 
des i r e s to s t a t e most pos i t ive ly tha t these condit ions have not been 
brought about by any a c t s or p o l i c i e s of the Federal Reserve Board or the 
Federal Reserve System. On the other hand, the Board conf ident ly a s s e r t s 
t ha t but for the precautionary measures taken several months ago condi-
t i o n s would have been f a r worse today than they a r e and the prospects of 
s t a b i l i z a t i o n and recovery much more remote. The Federal Reserve Board 
has not i n s i s t e d t h a t farmers s a c r i f i c e t h e i r products or tha t they adopt 
any p a r t i c u l a r po l i cy . The Federal Reserve Banks do not deal d i r e c t l y 
with the publ ic but a re permitted by law to rediscount f o r member banks 
paper defined by the Federal Reserve Act as e l i g i b l e . 

There has been no reduction in the volume of c r ed i t extended by 
the Federal Reserve Banks during the past year, f o r the volume of paper 
rediscounted by Federal Reserve Banks and the amount of Federal Reserve 
notes outstanding a re each higher by several hundred mi l l ions of d o l l a r s 
than a year ago. Member banks have rediscounted with Federal Reserve 
Banks a much l a r g e r propor t ion of t h e i r t o t a l loans and discounts than 
they have ever done before - an amount about ten times grea ter than normal. 
The Federal Reserve Banks i n the a g r i c u l t u r a l d i s t r i c t s have discounted 
f o r t h e i r member banks amounts so l a rge tha t i n many cases t h e i r own 
reserves would ha te been reduced to l e s s than one-half the leg&l minimum 
but f o r the f a c t t h a t they were permit ted by the Federal Reserve Board 
to rediscount with other Federal Reserve Banks. The t o t a l volume of these 
in ter -bank red iscounts which have gone f o r the l a r g e r p a r t t o member banks 
i n farming sec t ions has a t timtw been i n excess of $250,000,000. This 
r ep re sen t s a sum more than e ight times a s great ""as the maximum depos i t s 
ever made by the United S ta t e s Treasury with r a t i o n a l banks to a id i n 
crop moving opera t ions . 
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The Federal Reserve Board i s advised by t h e Federal Reserve Bank 
i n your d i s t r i c t t h a t c r ed i t f a c i l i t i e s a r e not toeing denied to your 
member banks, al though many of them have under discount amounts f a r in 
excess of what would be regarded as a normal and reasonable l i n e . The 
Federal Reserve Bank has merely i n s i s t e d tha t as notes which have been 
rediscounted wi th i t a re paid the borrowing member bank apply the proceeds 
t o the reduct ion of i t s indebtedness to the Federal Reserve Bank. 

Neither the Federal Reserve Beard nor the Federal Reserve Banks 
undertake to d i r ec t the c red i t policy of member banks; t h i s r e s t s with the 
d i r ec to r s of each such i n s t i t u t i o n , and, of course, the Federal Reserve 
System has no control whatever over the c r e d i t s of non-member banks. No 
doubt many banks f e e l tha t they a r e unduly extended and a r e endeavoring 
to secure l i q u i d a t i o n or reduction of loans a t matur i ty , but any d i r e c t 
pressure brought t o bear upon the farmer to s e l l h i s products i s exerted 
by the member and non-member banks and not by the Federal .Seserve Board. 

Numerous telegrams have been received during the pas t two days, 
couched i n subs t an t i a l ly the same words and terms as yours, from ind iv id -
ua ls and t rade bodies in you* sect ion indica t ing organized e f f o r t to 
bring pressure to bear upon the Federal Reserve Board. In each of these 
telegrams the Board i s urged "to declare tha t an emergency now e x i s t s 
and to arrange for c r ed i t extension to farmers". Such a dec la ra t ion by 
the Board would be l i a b l e to cause a rea l emergency and would accentuate 
the d i s t r e s s ins tead of r e l i ev ing i t . An extension of loans to farmers 
can be granted only by the banks with which the farmers deal or t o which 
they a re indebted. The ... Federal Reserve Board has been a consis tent 
advocate of orderly marketing of crops, but as has been pointed out by 
members of the Board i n public addresses, orderly marketing does not mean 
the ty ing up of bank c r e d i t s and the withholding of e n t i r e crops from.the 
market by means of addi t iona l c r e d i t s from banks, but means gradual sales*. 
The a p p l i c a t i o n of the proceeds of these sa les to ex i s t i ng indebtedness 
would place the individual farmer, the merchant and the loca l bank i n 
s tronger p o s i t i o n and would make i t poss ib le f o r the loca l bank to do more 
for the farmer than i t can do if crops a r e withheld e n t i r e l y . I am sending 
you a copy of an address which I made several weeks ago before the Chamber 
of Commerce, a t Cleveland, Ohio, and would i n v i t e your a t t e n t i o n p a r t i c u l a r l y 
to those paragraphs which have been marked. 

In conclusion I would say tha t the Federal Reserve Board recognizes 
the f a c t tha t ag r i cu l t u r e i s a basic and v i t a l indus t ry . The Board has 
always assumed a sympathetic a t t i t u d e towards a l l mat te rs re la . t ing . to 
ag r i cu l tu re and i t has done, i s doing and w i l l continue to do a l l i t can 
in a "legit imate and proper way to a s s i s t the farmer i n h i s c red i t problems. 
I t w i l l not , however, be forced i n t o the adoption of p o l i c i e s which i n i t s 
judgment would be unwise and ruinous, and which would eventual ly involve 
the farmer, a s well as others , i n d i s a s t e r . 

Very t ru ly yours, 

W. P. G. HARDING, 

Governor 
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November 24,1920, 
X-2071 

Subject : Agr icu l tu ra l Implement Paper, 

Dear S i r : 

The Federal Reserve Board rece ives from time to time i n q u i r i e s 
with re ference to the e l i g i b i l i t y f o r rediscount by Federal Reserve Banks 
of paper a r i s i n g out of the purchase of a g r i c u l t u r a l implements and farm 
machinery of var ious kinds. In view of these i n q u i r i e s the Board has made 
the fol lowing r u l i n g : 

Def in i t i on of E l ig ib le Commercial and Agricul tural Paper 

The regu la t ions of the Federal Reserve Board def ine e l i g i b l e commercial 
and a g r i c u l t u r a l paper as notes, d r a f t s or b i l l s of exchange which have been 
issued or drawn, or the proceeds of which have been used or a re t o be used 
in the f i r s t ins tance i n producing, purchasing, carrying, or marketing goods 
( including goods, wares, merchandise 6r a g r i c u l t u r a l products , including 
l i v e stock) in one or more of the steps of the process of production, manu-
fac ture or d i s t r i b u t i o n . If a note, d r a f t , or b i l l of exchange has been 
issued or drawn, or the proceeds have been or a re to be used, f o r an a g r i -
cu l tura l purpose, t h a t note, d r a f t , or b i l l of exchange may be e l i g i b l e f o r 
rediscount if i t has a maturity a t the time of rediscount of not more than 
s ix months exclusive of days of grace. On the other hand, if a note , d r a f t , 
or b i l l of exchange has been issued or drawn, or the proceeds have been or 
are to be used, for a commercial purpose, i t w i l l not be e l i g i b l e f o r r e -
discount if i t has a maturity a t the time of rediscount i n excess of ninety 
days exclusive of days of grace. The Board's regula t ions f u r t h e r provide 
tha t no note, d r a f t , or b i l l of exchange i s e l i g i b l e for rediscount if the 
proceeds have been or a r e to be used f o r permanent or f ixed investments of 
any kind, such a s land, bui ld ings , f ixed machinery, or f o r any other cap i t a l 
purpose. A copy of the Federal Reserve Board's r egu la t ions , Ser ies of 19^0, 
i s enclosed, herewith, Regulation A of which deals with the subject of the 
e l i g i b i l i t y of paper f o r rediscount by Federal Reserve Banks. 

Two general c l a s se s of E l ig ib l e Agr icul tura l and Commercial 
Paper. 

I t w i l l be observed t h a t there a re two general c l a s ses of e l i g i b l e 
a g r i c u l t u r a l and commercial paper, (1) paper which i s e l i g i b l e because 
issued or drawn f o r an a g r i c u l t u r a l or commercial purpose, and (2) paper 
which i s e l i g i b l e because the proceeds have been or a r e t o be used f o r an 
a g r i c u l t u r a l or commercial purpose. 
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Notes given i n payment for Ar t i c l e s Purchased. 

Since the purchase and sa le of goods of any charac ter i s a commercial 
t r ansac t i on from the standpoint of the s e l l e r , a note of a buyer given t o 
the s e l l e r inpayment f o r a r t i c l e s purchased i s a note which has been 
"issued or drawn" f o r a commercial purpose. Such a note may, t he r e fo r e , 
be e l i g i b l e f o r rediscount i r r e s p e c t i v e of whether or not the a r t i c l e s 
purchased wi l l c o n s t i t u t e a permanent or f ixed investment i n the hands 
of the u l t imate producer . This i s t rue whether the buyer i s a dea le r , pur -
chasing a r t i c l e s f o r r e - s a l e , or i s a farmer purchasing a r t i c l e s f o r h i s 
own use . 

Notes the Proceeds of which a r e used to Purchase Ar t i c l e s . 

If a note i s not "issued or drawn" f o r a commercial or a g r i c u l t u r a l 
purpose, i t s e l i g i b i l i t y or i n e l i g i b i l i t y for rediscount must be determined 
by the purpose fo r which the proceeds have been or a r e to be used. The 
use of proceeds to purchase goods fo r r e - s a l e i s a commercial purpose even 
though the a r t i c l e s a r e of such a character tha t they must be considered 
permanent investments i n the hands of those who u l t imate ly purchased them. 
Consequently the note of a dealer discounted by him a t h i s l o c a l bank to 
provide funds t o purchase a r t i c l e s for r e - s a l e may be e l i g i b l e f o r r e d i s -
count as commercial paper i r r e spec t i ve of the character of such a r t i c l e s . 
A note of a farmer, however, discounted by him a t h i s l oca l bank to provide 
funds with which t o purchase a r t i c l e s f o r a g r i c u l t u r a l uses i s e l i g i b l e or 
i n e l i g i b l e f o r rediscount according to the character of such a r t i c l e s . The 
fa rmer ' s note i s i n e l i g i b l e f o r rediscount if the a r t i c l e s a r e in the nature 
of a permanent or f ixed investment, but on the other hand i f they are a r t i c l e s 
which a r e f o r a g r i c u l t u r a l uses and which have to be replaced from time to 

, time the f a rmer ' s note may be e l i g i b l e fo r rediscount as ag r i cu l tu ra l i . paper . 

A r t i c l e s i n the Nature of Permanent or Fixed Investments. 

Whether or not given a r t i c l e s a re in the na ture of permanent or f ixed 
investments a s t ha t term i s us»d i n the Board's r egu la t ions , i s a quest ion 
which depends upon the circumstances in each p a r t i c u l a r case. The Board 
has ruled tha t farm too l s , a g r i c u l t u r a l implements and machinery, and other 
farm operat ing equipment do not cons t i t u t e permanent or f ixed investments 
when they a r e of such a character tha t they have to be replaced wi th in a 
comparatively short time, so tha t i t may be assumed tha t a farmer w i l l have 
to spend a ce r t a in amount of money annually and regula r ly f o r the purchase and 
replacement of equipment of t h i s kind (F.R. Bu l l e t in , Feb. 1916, page 67). 
So a l so , the Board has s p e c i f i c a l l y ruled tha t a t r a c t o r , l i k e horses and 
mules, bought f o r farm work and purchased with several y e a r i 1 use in view, 
does not cons t i tu t e a permanent or f ixed investment, and tha t a note , the 
proceeds of which a re used to pay f o r such a t r a c t o r , aay be e l i g i b l e a g r i -
cu l t u r a l paper . (F.R. Bul le t in , Apr. 19I8, page 309)• On the other hand, 
the Board has ru led tha t a s i l o i s a permanent or f ixed investment and tha t 
a note the proceeds of which have been used to bui ld a s i l o i s not e l i g i b l e 
a g r i c u l t u r a l paper . ( F . R . Bul le t in , Oct. 1918, page $%1), The Board has 
a l so ru led , upon the bas i s of the f a c t s in the p a r t i c u l a r case, t ha t an 
e l e c t r i c system fu rn i sh ing l i g h t and power for an indiv idual farm i s in 
the nature of a permanent or f ixed investment wi th in the meaning of the 
Board's r e g u l a t i o n s . 
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Dis t i nc t i on between Agricul tural paper and Commercial Paper 

The purchase and sa le of any a r t i c l e s or commodities inc luding a g r i -
cu l t u r a l products i s a commercial r a t h e r than an a g r i c u l t u r a l t r a n s a c t i o n . 
Consequently the note of a dealer , whether i t i s given i n payment fo r 
a r t i c l e s or commodities purchased f o r r e - s a l e or i s discounted by the 
dealer a t h i s bank t o provide funds with which t o purchase such a r t i c l e s 
or commodities, can be e l i g i b l e for rediscount only a s commercial paper, 
even though the a r t i c l e s or commodities w i l l be used by the u l t imate pur -
chasers f o r a g r i c u l t u r a l purposes. Such a note can be e l i g i b l e f o r r e d i s -
count, t h e r e f o r e , only when i t has a maturity a t the time of rediscount 
of not more than n inety days. The note of a farmer, however, given in 
payment fo r a r t i c l e s or commodities purchased, may be considered a g r i c u l t u r a l 
paper which i s e l i g i b l e f o r rediscount when i t has a matur i ty a t the time 
of rediscount of not exceeding six months, provided that the a r t i c l e s or 
commodities purchased a r e to be used by the farmer f o r a g r i c u l t u r a l purposes 
and a re not i n the nature of permanent or f ixed investments. So a l so , of 
course, the note of a farmer, discounted by him a t h i s l oca l bank f o r the 
purpose of providing funds to purchase such a r t i c l e s or commodities, may be 
e l i g i b l e f o r rediscount as a g r i c u l t u r a l paper when i t has a maturi ty a t the 
time of rediscount of not mora than six months. Since the purchase and 
sa le of a g r i c u l t u r a l products i s , a commercial r a t h e r than an a g r i c u l t u r a l 
t r ansac t ion , a note given to a farmer in payment f o r a g r i c u l t u r a l products 
grown by him cannot be e l i g i b l e f o r rediscount a s a g r i c u l t u r a l paper, but 
nay be e l i g i b l e a s commercial paper if i t has a matur i ty a t the time of 
rediscount of not more than ninety days. 

Same p r i n c i p l e s apply to Dra f t s a s to Notes. . 

In the foregoing statements and discussions of hypothet ica l cases where 
payment f o r goods purchased i s made by the buyer giving to the s e l l e r a 
negot iable instrument represent ing the buyer ' s ob l iga t ions , i t has been 
assumed f o r the sake of b rev i ty tha t the negotiable instrument would be a 
note of the buyer. As a matter of f a c t , in such cases the buyer may e i t h e r 
make h i s own note or accept a d r a f t drawn on him by the s e l l e r . In e i t h e r 
case, however, the same p r i n c i p l e s w i l l apply i n determining whether the 
instrument represen t ing the buyer ' s ob l iga t ion i s commercial paper, which 
cannot be rediscounted if i t has a maturity in excess of ninety days, or 
a g r i c u l t u r a l paper, which may be rediscounted with a maturi ty not in excess 
of s ix months. 

Ho Obligat ion to Rediscount Paper even though E l i g i b l e . 

I t should be understood, of course, tha t even though a b i l l or note 
nay t e c h n i c a l l y be e l i g i b l e for rediscount , a Federal Reserve Bank i s under 
no ob l iga t ion t o rediscount i t , but may accept i t or r e f u s e i t i n the 
exerc ise of i t s d i sc re t iona ry power. 

Yours very t r u l y , 

Governor. 
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November 29# 1920. 
X-2072 

Subjec t : Exhib i t s M and N, 1920 Annual Report . 

Bear S i r : 

There a r e enclosed e x t r a c t s from the Board 's Anaual Report 
f o r 1919 covering those por t ions of exh ib i t s "M" and "N"("Personnel 
and S a l a r i e s " and "Of f i ce r s and Direc tors of the Federal Reserve 
Banks", r e spec t ive ly ) which r e l a t e to your Bank. I t i s requested 
t h a t you add to these t a b l e s data fo r the year 1920, up t o and i n -
cluding December 31 and forward the rev ised t a b l e s t o the Board a t 
your e a r l i e s t convenience. Any changes a f f e c t i n g these r e p o r t s which 
may occur a t your Bank a f t e r the repor t s have been forwarded should be 
sent to the Board promptly so tha t the necessary changes may be aade 
i n the p roo f . 

In submitt ing the names of o f f i c e r s and d i r e c t o r s i t should be 
understood t h a t the names of d i r e c t o r s should include those of the 
newly e lec ted d i r e c t o r s for the ensuing year . 

In connection with exhib i t "Mn (Personnel and Sa l a r i e s ) the 
f i g u r e s should cover the annual s a l a r i e s paid exclusive of any ex t ra 
compensation. In t h i s exh ib i t under the caption "Other O f f i c e r s " you 
a r e requested to l i s t the fol lowing o f f i c e r s : 

Ass is tant t o Governor; 
Ass is tant Deputy Governor; 
Auditor. 

The Ass is tan t Federal Reserve Agent, being am o f f i c e r of the 
Federal Reserve Agent 's Department, should be l i s t e d i n t h a t Department, 
and not shown among "Other O f f i c e r s " . 

Among the departments there should be a separa te heading, 
"Auditing Department", inasmuch as t ha t department i s independent from 
other departments of the Bank. 

Enclosure. Very t ru ly yours, 

Ass is tan t t o Governor. 

To Chairmen of a l l F.R. Banks. Digitized for FRASER 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 2,1920. 
X-2074 

Subject Board's reply to l e t t e r cf c r i t i c i s m 
free: Senator R.L. Owen. 

Dear S i r : 

There i s enclosed fo r your information a copy cf 
the Board 's reply to a l e t t e r from Hon. R.L. Owen, United 
S t a t e s Senator, i n which the Senator c r i t i s e s c e r t a i n p o l i c i e s 
of the Federal Reserve System, 

Senator Owen's l e t t e r t o the Board has been published 
in the l oca l a f te rnoon papers today, and the Board has given 
a copy of i t s l a t t e r to the Associated Press . You a r e a t 
l i b e r t y to fu rn i sh copies of the Board's l e t t e r to anyone 
i n t e r e s t e d . 

Very t ru ly ycurs, 

Enclosure. 

Assis tant Secretary . 

To Governors and Chairmen of F.R. Banks. 
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COPY November 29,1920. 
X-2074 

My dear Senator: 

Your l e t t e r of the 18th Ins tant Was received several days ago and has 
been given considera t ion by the Federal Reserve Board. 

You urge ( l ) tha t the r a t e s of discount es tabl i shed by the Federal 
reserve banks upon the approval and determination of the Federal Reserve 
Board be lowered, and (2) t h a t the loans of the Federal reserve banks be 
expanded "to the extent which may be required for purposes of l eg i t imate 
production and d i s t r i b u t i o n " . 

The Federal Reserve Board i s r e luc tan t to discuss proposed changes in 
discount r a t e s , and hae cons i s ten t ly cautioned a l l Federal, reserve banks to 
r e f r a i n from any announcement of recommendations made by t h e i r d i r ec to r s 
u n t i l the r a t e s ha \e been approved and made e f f e c t i v e by the Federal Reserve 
Board. Premature discuss ion of discount r a t e s would have.an u n s e t t l i n g e f f e c t 
and would give those bes t i n pos i t ion to form an opinion as to the probable 
a c t i o n of the Board an advantage over those not thus s i t u a t e d . 

While the reserves of the Federal reserve oamcs a s a system a r e stronger 
than they were several weeks ago, there i s s t i l l a l a rge amount of inter-bank 
red iscount ing being done, and several of the Federal reserve banks would today 
have r e se rves much below the normal minimum required by law - some l e s s than 
one-half - but f o r the f a c t t ha t under the au thor i ty of paragraph (b) of 
Section 11 of the Federal Reserve Act they a r e permit ted by the Federal 
Reserve Board to rediscount some of t h e i r discounted paper with other Federal 
reserve banks. 

and p l S c i ^ r t J T E k of°EnglandJ*andSthe B ^ d t e g r e t s t h a t % % t h i ^ 

j o i n t stock banks t o re ly to a g rea te r degree upon t h e i r own resources in 
extending accommodations while s t i l l a f fo rd ing them an o u t l e t f o r any undue 
accuomulation of loans . The exigencies of war f inancing in t h i s country were 
such a s to make necessary the adoption of a policy jus t the reverse of the 
time-honored pol icy of the Bank of England, and while the margin between 
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Federal reserve bank r a t e s and current market r a t e s i s not now a s wide as 
was the case a year ago, the average l ega l and current r a t e throughout the 
country i s s t i l l higher than the Federal reserve bank r a t e . I t i s the 
expectat ion of the Board, however, tha t condit ions w i l l u l t imate ly a d j u s t 
themselves so tha t Federal reserve bank r a t e s may be maintained a t a l eve l 
s l i g h t l y higher than current r a t e s without any disturbance to commerce and 
business . In f a c t t h i s adjustment has a l ready begun in some d i s t r i c t s where 
member banks have reduced t h e i r r a t e s on commercial loans . V-hile members of 
the Board always keep in mind the matter of discount r a t e s and discuss the 
subject f r e e l y among themselves, they r e a l i z e t h a t i n the determination of 
Federal reserve bank discount r a t e s recogni t ion must be given to going r a t e s 
and in the ra te rev is ions which the Board has approved from time to time 
the view has always been taken tha t discount r a t e s cannot be pegged or f ixed 
a r b i t r a r i l y fo r there are always ce r t a in basic condit ions a f f e c t i n g the 
demand f o r and the supply of c red i t throughout t h i s country and.throughout 
the world which must be taken in to account, and the : formal establishment 
of a Federal reserve bank discount r a t e i s merely an i n t e r p r e t a t i o n of these 
condi t ions . The whole question of discount r a t e s was discussed a t length 
i n my two l e t t e r s t o you of May 3rd and 24th, 1920. 

As to the expansion of loans of the Federal reserve banks " to the 
extent which may be required for purposes of leg i t imate production and 
d i s t r i b u t i o n " , your a t t e n t i o n i s cal led to the f a c t t ha t a t the close of 
business Friday, November 26, 1920, the invested a s s e t s of the twelve 
Federal reserve baiks, including bankers' acceptances discounted and bought, 
member banks' f i f t e e n - d a y co l l a t e r a l notes secured by Government obl iga t ions , 
and e l i g i b l e commercial paper discounted for member banks, amounted t o 
$3,303,7^7,000 a s compared with $3,024,741,000 on Friday, November 28, 1919* 
Federal reserve notes outstanding on November 26, 1920 amounted to 
$3,325,629,000 as against $2, 852,27 7>000 on November 28,1919* These f i gu re s 
prove tha t during the past twelve months there has been no curtai lment or 
reduct ion in the aggregate of the c red i t s extended by or through the Federal 
reserve banks, but on the contrary there has been a very subs tan t i a l increase 
which has been steady and continuous a l l through the year, a s i s shown 
graphical ly by the chart to which I ca l led your a t t e n t i o n when you were in 
my o f f i c e a few days ago. 

As you know, the Federal reserve banks are not permitted by law t o have 
d i rec t deal ings with the publ ic ; they a r e allowed merely to rediscount f o r 
member banks, upon t h e i r endorsement, e l i g i b l e paper as defined by the Act, 
represent ing loans or advancements made by the member banks to t h e i r cilsto-
msrs, The discount powers of r a t iona l banks a re broadly defined in those 
sect ions of the Revised S ta tu t e s of the United Sta tes commonly known as 
"The National Bank Act", and those of t he s t a t e banks and t r u s t companies 
which a r e members of the Federal reserve system a r e governed by the laws of 
the respec t ive s t a t e s i n which these i n s t i t u t i o n s a re l ega t ed . Thus the 
Federal Reserve Board has no control over the discount p o l i c i e s of individual 
member banks and- cannot force them t o make loans which they do not des i re 
toumake, nor can i t r e s t r a i n them from making loans which in the lawful 
exercise of t h e i r d i s c r e t i o n they may make. 

The extent to which the discount f a c i l i t i e s a f fo rded by the Federal 
reserve banks a re now being used shows tha t through the medium of member 
banks the Federal reserve banks a re p a r t i c i p a t i n g a c t i v e l y i n extending 
c r e d i t s . On August 22, 1907, j u s t before the panic of t h a t year , b i l l s 
payable and red i scounts of a l l na t iona l banks amounted t o $59,177,000 against Digitized for FRASER 
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t o t a l loans and discounts of $4,709,027, 000, the percentage of b i l l s payable 
and rediscounts to t o t a l loans being 1.26%. On September 23, 1908, the p e r -
centage was 1.11$: on September 1 2 / 1 9 1 4 , t o t a l b i l l s payable and r e d i s -
counts ha# increased to the then unprecedented amount of $150,071, 000, or 
2,34% of the t o t a l loans, which amounted to $6,417,9^0,000. This increase 
was due t o the disturbance inc ident to the outbreak of the European war. On 
September 12, 1916, b i l l s payable and rediscounts had f a l l e n to $9l-l.i$93,000, 
or 1.1&$ of the t o t a l of loans of a l l r a t iona l banks. On September 11, 1917, 
the f i r s t year of our p a r t i c i p a t i o n in the war, b i l l s payable and r e d i s -
counts amounted to $285,104,000, or 3.09$ of the t o t a l loans, $9#234,289,000. 
These f igures , of course, r e f l e c t war f inancing. The same observation wi l l 
apply to f igu res compiled from repor t s of condition of nat ional banks on 
August 31, 1918, and September 12, 1919, :.5«vhen the percentages of r e d i s -
counts to t o t a l loans were 12.8$ and 13.04^ respec t ive ly . There has, however, 
been no new f inancing by the Government since the f l o t a t i o n of the Victory 
Loan; the t o t a l volume of Government obl igat ions outstanding has decreased 
since September 12, 1919) when rediscounts and b i l l s payable of a l l nat ional 
banks amounted to $1,50$,516,000, while on September £, 19-0, the nat ional 
banks' l i a b i l i t y for money borrowed in t h i s way amounted to $2,299,o40,000, 

. or 16.8% of t h e i r t o t a l loans of $13,723,611,COO. The f igures for s t a t e banks 
and t r u s t companies are not ava i lab le , but there i s no reason to believe that 
the proport ion of money borrowed by these i n s t i t u t i o n s to t h e i r loans and 
discounts i s any l e s s than tha t shown by the rational banks. The foregoing 
f i gu re s demonstrate c lear ly t h a t the present discount r a t e s a t the Federal 
reserve banks a re by no">'means proh ib i t ive and the Board does not bel ieve 
tha t if Federal reserve bank discount r a t e s should be lowered i n advance of 
a decl ine in the general leve l of i n t e r e s t r a t e s there would be any appre-
c iable reduction i n the r a t e s member banks would charge the i r customers. 

You r e f e r in your l e t t e r to the fac t that "the Federal Reserve Board 
i s approving a &%• r a t e on loans secured by Treasury C e r t i f i c a t e s of indebt-
edness" . As you know, the r a t e of i n t e r e s t borne by these obl igat ions i s 
determined by the Secretary of the Treasury, Recent i ssues of Treasury 
c e r t i f i c a t e s have borne i n t e r e s t a t from 5*% t o 6 p e r annum according to 
the length of time they have t o run. I t i s the Board's understanding t h a t 
i t i s the policy of the present Secretary of the Treasury t o o f f e r c e r t i f i c a t e s 
at r a t e s s u f f i c i e n t l y high as to make them a t t r a c t i v e to inves tors , l a rge 
and small, thus e f f e c t i n g the i r d i s t r i b u t i o n to the public instead of having 
them congested in the p o r t f o l i o s of the banks or passed along by them to 
the Federal reserve banks. The Federal Reserve Board has approved fo r notes 
secured by Treasury c e r t i f i c a t e s of indebtedness r a t e s corresponding with 
the r a t e s of i n t e r e s t borne by the c e r t i f i c a t e s , thus giving member banks an 
opportunity of carrying them without l o s s pending t h e i r d i s t r i b u t i o n but 
o f f e r i n g the banks no inducement in the way of a spread in the r a t e to r e t a i n 
them as an investment ins tead of pass ing them on to the publ ic . In t h i s 
way the banks of the country and the Federal reserve banks a re be t t e r able 
t o respond to the requirements of a g r i c u l t u r e , commerce and industry than 
would be the case if a l a r g e r po r t ion of t h e i r a s s e t s were invested i n 
Government ob l iga t ions , 
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You s t a t e t ha t " i t seems to be the policy of the Board to r a i s e the 
r a t e s of i n t e r e s t f o r the purpose of broadly d e f l a t i n g c r e d i t s " . The 
r a t e s were ra ised not f o r the purpose of a broad curtai lment or d e f l a -
t i o n oi c r ed i t s , but with the object of bringing about more moderation 
i n the use of c r e d i t s , which a year ago were being diver ted i n t o a l l 
kinds of specula t ive and non-essent ia l channels, and fo r the add i t iona l 
purpose of conserving the resources and c red i t power of the member banks 
and of the Federal reserve banks in order t ha t they might b e t t e r respond 
to the seasonal needs which a r i s e every autumn. 

The chart t o which reference has been made shows tha t on September 1% 
1919; the t o t a l earning a s s e t s of a l l Federal Preserve banks were i n round 
a,nountg $2,350,000,000, while on January 27, 1920, the t o t a l was near ly 
$3,300,000,000, an increase of almost $1,000,000,000, or nearly 5 $ wi thin 
a period of four months. The chart shows graphical ly t h a t the angle of 
ascending c red i t during t h i s t i n e was 45 degrees. Certainly no banking 
system which permitted so rapid an expansion of c red i t could long sus ta in 
i t s e l f , and while no de f l a t i on was attempted, measures were taken to 
regula te the c red i t expansion. Consequently the Board approved a sharp 
advance in discount r a t e s for a l l of the Federal reserve banks between 
January 23 and January 30th. This advance brought about a moderate amount 
of l i qu ida t i on , and the chart shows tha t by March 26th, the earning a s s e t s 
of the Federal reserve banks had declined to $3,200,000*000. About the 
middle of May, however, the tendency towards f u r t h e r expansion ag&in became 
marked and the earning a s s e t s of the Federal reserve banks approached the 
previous leve l of $3,300,000,000. On the 18th of May the Board held a 
conference with members of the Federal Advisory Council and the Class "A" 
d i r e c t o r s of the ^Federal reserve banks, a t which i t pointed out t ha t 
in view of the e s sen t i a l c red i t requirements which the banks had ahead 
of them l a t e r on i n the year, i t was necessary to check the r a t e of ex-
pansion, Following the conference the banks of the country were urged 
to use more discr iminat ing judgment in the matter of extending c red i t 
and to give preference i n t h e i r loaning operations to e s s e n t i a l c red i t s , 
being advised a t the same time that they themselves must be t h s judges 
of the essen t ia l character of the purposes for which loans were asked of 
them. I t i s i n t e r e s t i n g t o note tha t a somewhat s imi la r pol icy of c red i t 
r a t ion ing has been urged by the French Government upon French banks, and 
tha t the Br i t i sh banks under the leadership of the Bank of England have 
for many months pas t been exerc is ing a d iscr iminat ing judgment in grant ing 
c red i t accommodations. At the beginning of the present year, upon the 
previous recommendation of the Royal Commission on Currency and Exchanges, 
and a t the instance of the Chancellor of the Exchequer, a l i m i t was f ixed 
on the maximum amount of currency notes which might be issued-during the 
year 1920, not to exceed the -raximum amount outs tanding during the year 1919 
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Following the conference on May 18th ths darning a s s e t s of the 
Federal rese rve banks gradually declined u n t i l July 23rd, when they 
were around $3,150# 000, 000, Since t ha t date they have advanced s t ead i l y 
with occasional s l i g h t r ecess ions u n t i l November 26th when the t o t a l 
amount reached $3 , 303 , 74-7., 000, The chart shows t h a t while the angle 
of c r e d i t from September 19, 1$19, to January 27, lg20, was about 45 
degrees upward, the angle from January 27, 1920, to November 26, 1920, 
shows an upward s l a n t of only about 2 degrees. 

In your l e t t e r you s t a t e tha t the Federal Reserve Board has been 
pursuing fo r a year a pol icy of high i n t e r e s t charges which has "brought 
on a condi t ion of i n d u s t r i a l depression r e s u l t i n g in checking, and in 
some cases abso lu te ly stopping, l eg i t ima te product ion and l e g i t i m a t e 
d i s t r i b u t i o n " . You seem to lose s ight of the f ac t t ha t the product ion 
of grea t a g r i c u l t u r a l s t ap l e s t h i s year has been unusually l a r g e and 
t h a t the p r i c e r eces s ions of which you complain are due i n p a r t to world-
wide cond i t ions : and you a lso ignore the economic fo rces governing the 
movement i n p r i c e s which fo r months past have been i n evidence a l l over 
the world . I t was general ly recognized many months ago, fo l lowing the 
co l l apse of the s i l k market in Japan ear ly l a s t spring, t h a t c e r t a i n 
p r i c e readjus tments were i n e v i t a b l e . In f a c t , a s ea r ly as August 1$19 
the continuous expansion of c red i t and the constant ly advancing cos t s 
of l i v i n g became ob j ec t s of grave publ ic concern, and the Senate addressed 
a communication on the subject to the Federal Reserve Board on August 5# 
1919* Shortly a f t e rward the President in an address to Congress ca l led 
a t t e n t i o n to the dangers of the s i t u a t i o n . From t h a t time u n t i l the 
adjournment of Congress l a s t June these mat ters were the subjec t of 
f r equen t d i scuss ions i n both Houses. In the United S ta t e s an important 
f a c t o r has been the revuls ion of sentiment aga ins t the unnatural l e v e l s 
6 t£a ined by p r i c e s i n the year 1919, when circumstances over which the 
Federal Reserve Board haA no con t ro l , prevented the Federal reserve 
system from e x e r c i s i n g ifti important func t ion of r egu la t ing the flow and 
volume of c r e d i t . 

On the 17th of May l a s t the -Senate adopted a r e s o l u t i o n (No, 3^3) 
d i r e c t i n g the Federal Reserve Board "to advise the Senate what s tops i t 
purposes t o take or t o recommend to the member banks of the Federal 
Reserve System to meet the e x i s t i n g i n f l a t i o n of currency and c r e d i t s 
and consequent high p r i c e s , and what f u r t h e r s teps i t purposes t o take 
or recommend to mobilize c r e d i t s i n order t o move the 1920 crop" . 

There were l a r g e importa t ions of wool brought i n to the United S t a t e s 
j u s t a t the time when our domestic wool c l ip was coming i n to the market, 
which r e s u l t e d i n a slump in the p r i c e of wool, and in the u t t e r demoral-
i z a t i o n of the wool market . Sugar was advanced by specu la t ive manipulat ion 
u n t i l i t reached a p r i c e which checked domestic consumption and v i r t u a l l y 
stopped expor ts t o Europe while s t imula t ing imports i n t o the United . 
S t a t e s from p r a c t i c a l l y a l l eug^r producing coun t r i e s i n the world . Then 
followed a d r a s t i c dec l ine i n t h e p r i c e of sug^r. Imports of rubber and 
cof fee increased in l i k e manner u n t i l the accumulated s tocks became so 
g rea t t h a t the markets co l l apsed . The domestic product ion of o ther great 
s t a p l e s - co t ton , corn, wheat, r i c e and tobacco - proved to be g rea t e r 
and the demand f o r them l e s s than had been expected, and the p r i c e s c i 
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of these commodities have declined sharply. Meanwhile the re has 
been, ever since the Board undertook to hold the t i d e of expansion in 
check a year ago, a p e r s i s t e n t campaign of mis represen ta t ion of the 
Board's p o l i c i e s with f requent misstatements of studied avoidance of 
bas ic f a c t s and f i g u r e s . Not only have exaggerated ideas of the powers 
of the Board been disseminated, but some of the Board's c r i t i c s have 
published statements repeatedly to the e f f e c t tha t i t s p o l i c i e s were 
ruinous, t ha t i t was determined to br ing about d r a s t i c d e f l a t i o n , and 
tha t the i nev i t ab l e r e su l t would be widespread d i s a s t e r . I t speake 
well for the common sense of the country t ha t the publ ic has re fused 
to be stampeded, although perhaps the c r i t i c s may have succeeded in some 
cases in making condit ions appear worse than they r e a l l y a r e . 

The Board be l ieves tha t the unfavorable condit ions which are now 
the subject of so much complaint were inev i t ab le and could not in any 
event nave been long deferred. I t confidently a s s e r t s t ha t but fo r the 
precautionary measures taken several months ago condit ions today would be 
f a r worse than they are with the prospects of s t a b i l i z a t i o n and revival 
much more remote. The Bbard agrees with you, however, tha t i n some sect ions 
there has been a very subs tan t ia l curtailment of c r e d i t s during the past 
twelve months, p a r t i c u l a r l y in those c r ed i t s which are r e l a t e d to non-
productive a c t i v i t i e s . This curtailment i s p a r t i c u l a r l y in evidence in the 
City of New York, as pointed out by you in your l e t t e r when you say " i n c i -
denta l ly , the individual deposi ts of New York City batiks which were Nov-
ember 12, 1313, $6,313/998,000 were reduced on November 10, 1920 to 
$4,916,375> 000, a net l o s s of deposi ts i n New York City of about $1,400^000,000' 
and a net reduct ion of loans amounting to a s imilar amount". There has not 
however been a s imi lar curtailment in the country a t l a rge , for as you say 
in your l e t t e r "but while the individual deposi ts and loans of New York City 
banks were coming down, the t o t a l deposi ts of a l l the banks of the country, 
including bank deposi ts , increased according to the Comptrollerve l e t t e r of 
October 13, 1920, $4, 04$, l64, 000, and loans increased $5, £05,73W 000 ( i n -
cluding overdra f t s and discounts) for the f i s c a l year ending June 30th, 1920, 
so that t h i s d i spar i ty of reduced deposi ts and loans in New York City i s 
a l l the more conspicuous". You say fu r t he r tha t "the New York City banks 
have above a l l o thers pursued the policy of indiscr iminate def la t ion , and 
have de f l a t ed t h e i r own depos i t s accordingly. The balance of the country 's 
banks, the re fo re , increased t h e i r deposi ts , exclusive of New York, about 
$5, 000, COO, 000", 

The Board has no information showing tha t the banks of New York City 
have pursued a "policy of indiscr iminate de f l a t i on" , fo r although there 
has been a subs t an t i a l reduct ion in the volume of S t ree t loans, secured 
by stock exchange c o l l a t e r a l , the f a c t s a re tha t the f a l l i n g off in the 
deposi ts of New York City banks has been caused p r i n c i p a l l y by withdrawals 
by i n t e r i o r correspondents, and not only have banks i n other sec t ions of 
the country checked heavi ly upon t h e i r e x i s t i n g balances i n New York City 
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but they have increased considerably t h e i r discount l i n e s with t h e i r 
correspondent banks in that c i t y , Ac 

You s t a t e "the p r ice of Government bonds has been se r ious ly d -
pressed because the American market of stocks and bonds i s loca e m ^ 
New York City, where t h i s po l icy of d e f l a t i o n i s p e c u l i a r l y in evidence 
In my previous correspondence with you I pointed out tha t the decl ine 
in the market value of Government bonds was no r e f l e c t i o n upon t h e i r 
i n t r i n s i c worth, f o r i t r e f l e c t e d merely temporary condit ions in t h e 

money market. Government bonds are investment s e c u r i t i e s payable at a 
f ixed time in the fu tu re and bearing a ra te of i n t e r e s t lower than tha t 
borne by other high-grade s ecu r i t i e s avai lable f o r purchase by the^ 
publ ic . With the exception of the F i r s t Liberty Loan which bears in-
t e r e s t a t the r a t e of only ) i $ , the Government war obl igat ions have very 
l imited tax exemptions. The investor can choose between Government 
bonds bear ing 40 , i n t e r e s t with neg l ig ib le tax exemptions, s e c u r i t i e s 
issued by pr iva te corporat ions tearing much higher ra tes of i n t e r e s t , 
and municipal bonds bearing in te res t at the ra te of 5$ o r m o r e 7 'hich have 
f u l l tax exemptions. Your a t t en t i on was a lso ca l l ed to the f a c t t h a t 
the average pr ice of Liberty Bonds in the market declined to acout 9#-
a t a time when Federal reserve banks were discounting a t a •+% ra te 
notes secured by Liberty Bonds carrying a ra te of 

In your l e t t e r of April 27th you a t t r ibu ted the decl ine in the 
market value of Liberty Bonds e n t i r e l y to the advance i n discount r a t e s 
at the Federal reserve banks, giving no considera t ion to the possible 
e f f e c t b£ the withdrawal from the market of the w a r Finance Corporation 
as a d a i l y purchaser. In my l e t t e r to you of May 3r&» I ventured the 
p red ic t ion tha t "the pol icy of the Federal Reserve Board to curb in -
f l a t i o n w i l l , in the long run, resu l t in improving the market value of 
Liberty Bonds and a contrary pol icy of fu rn i sh ing c r ed i t a t cheap r a t e s 
a t a time l ike t h i s would impair the market. The value of a promise to 
pay a sum ce r t a in a t a f u tu r e date i s impaired by the i n f l a t i o n which 
the Board i s t rying to con t ro l . " In my l e t t e r to you of May 24th, I 
s ta ted "the obl igat ions of the Government of the United Sta tes o f f e r 
the best opportunity f o r investment in the world today• They are being 
sold now on a most a t t r a c t i v e investment b a s i s , and as speculat ive 
tendencies are curbed, as the gains of the p r o f i t e e r s are reduced, as 
commodity pr ices dec l ine , and as the business and industry of th i s 
country s e t t l e down to a more normal peace b a s i s , the market value of 
these s e c u r i t i e s w i l l r i se very r a p i d l y . " A comparison of market quot-
at ions l a s t May with those of the past week w i l l show t h a t Liberty Bonds 
have advanced severa l p o i n t s . 

You s t i l l appear to be incl ined to the opinion which you expressed 
in your l e t t e r s to the Board l a s t spring t h a t Federal reserve bank d i s -
count r a t e s should be re la ted to the earnings of the Federal reserve 
banks. You say in your l e t t e r of November 18th that " the Federal re -
serve banks earned l a s t year over one hundred per cen t , and are earning 
now at a r a t e in excess of one hundred and f i f t y pe rcen t . per annum on 
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i t s c a p i t a l , contrary to a sound publ ic pol icy- This excess p r o f i t i s 
a l l the more reprehensible because i t goes to the Treasury, i s made "by 
a Governmental ins t rumenta l i ty and puts the Government in the p o s i t i o n 
of p r o f i t e e r i n g , and s e t t i n g a na t i ona l bad example." I endeavored to 
point out in my l e t t e r of May 24th tha t the earnings of the Federal 
reserve banks were the r e s u l t of t h e i r large volume of invested a s s e t s , 
as much as the ra te of i n t e r e s t obtained from these investments, which 
include rediscounts f o r member banks. The earnings of the Federal 
reserve banks depend as much upon the volume of loans and investments 
as upon the ra te of d i scount . The present large volume of invested 
a s s e t s of a l l Federal Reserve banks r e s u l t s in p a r t from the demand 
f o r currency which in the fortn of Federal reserve notes has been furn ished 
by the Government through the Federal reserve banks. The volume of these 
notes now in c i r c u l a t i o n is about * 3 I 3 C 0 , 0 G 0 , 0 0 0 . A d i r e c t i n t e r e s t 
charge of 2% on these notes against the Federal reserve banks, which 
the Board i s authorized by law to impose, would b r ing a r e t u r n to the 
Government of *66,000,000, an amount approximately as g rea t as tha t 
which a l l the Federal reserve banks are expected in January to pay to 
the Government as a f r anch i se tax out of t h e i r excess ea rn ings . Had 
such an i n t e r e s t charge been imposed th i s year the earnings of the 
Federal reserve banks on t h e i r c a p i t a l would not have been regarded as 
abnormal. 

The case, however, may be s ta ted in another way.aud i t i s well 
tha t i t should be , in view of your repeated charge of " p r o f i t e e r i n g " . 
In an ordinary banking corporat ion the sole con t r ibu t ion by the s tock-
holders i s the pa id - in cap i t a l stock plus accumulated and undis t r ibu ted 
earnings; the depos i t s , which are the p r inc ipa l bas i s of the bank 's 
earning power, come from the publ ic . In such cases the earnings a re 
measured in terms of percentages of the bank 's c a p i t a l , or i t s c a p i t a l 
and surp lus . The Federal reserve banks on January '1, 1$21 wi l l have 
an earned and accumulated surplus equal to about 200% of t h e i r p a i d - i n 
c a p i t a l . They a l so hold the reserves of t he i r stockholding banks, 
which are depos i t s without i n t e r e s t contr ibuted not by the public but 
by the stockholding banks, and these reserve deposi ts during the pas t 
year have averaged about $1,800,000,000. I f , t he re fo re , the percentage 
of earnings of the Federal reserve banks should be expressed in terms 
re la ted not to the c a p i t a l s tock alone but to the t o t a l con t r ibu t ions 
of t h e i r s tockholders , t ha t i s , c a p i t a l plus reserve "balances, without 
taking in to account the surp lus which in the l a s t ana lys i s i s the 
property of the Government, the ne t earnings of the Federal reserve 
banks f o r the present year w i l l be, not 150$ or more, bu t bare ly 7$ 0 I i 

t h e i r l i a b i l i t y to s tockholders . 

The Board does not deem i t necessary t o e n t e r i n to a d i scuss ion 
of your ana lys i s of the p o s i t i o n of the Bank of England. Our f i n a n c i a l 
s i t u a t i o n i s d i s t i n c t l y d i f f e r e n t from tha t of England, our laws and 
banking p r a c t i c e s are not the same, and i t i s d i f f i c u l t t o make a 
comparison of the statement of the twelve Federal reserve banks combined 
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with the statement of the Bank of Englnad. You say "England i s not on 
a gold b a s i s " , It i s c e r t a i n , however, tha t America i s . • Res t r i c t ions 
upon the export of gold from t h i s country were removed by the President 
in June, 1919* and since t h a t time we have maintained an absolute ly 
f r e e gold market, thereby enhancing g r ea t l y American p r e s t i ge everywhere 
end e s t a b l i s h i n g a c r e d i t throughout the world never before enjoyed-
Our f r e e gold market i s one of the chief in f luences which causes such 
a world-wide premium on d o l l a r s , which inc iden ta l ly gives us a command 
of the world market f o r gold . You point out in your l e t t e r tha t on a 
recent date "gold was a t a premium of f o r t y - f i v e per cent- in London 
while s e l l i n g a t par in New York. This explains why the paper pound 
S t e r l i ng i n New York i s s e l l i n g on the Exchange around $3*35 p e r pound" . 
Would i t no t , however, be more accurate to s t a t e the case the other way 
around and to say that because the paper pound g t e r l i n g i s a t a discount 
and because the paper currency of other countr ies i s a t a discount , 
gold i s s e l l i n g at a premium in England and in other coun t r i e s , while 
s e l l i n g a t par in New York where American paper currency has a value 
equal to t h a t of gold? 

The Board regre t s to learn that in your opinion public confidence 
in the wisdom of the Federal Reserve- Board and the Federal reserve bank 
management i s being impaired, bu t hopes that even th'Ough your views 
and those of the Board as to the proper pol icy to be pursued in the 
present circumstances may not coincide in a l l respects you may l a t e r 
on reach the conclusion in the l i gh t of subsequent events tha t the 

oa s p o l i c i e s are sound. I t i s impossible to fo recas t the f u t u r e 
accura e y , but the recent past i s an open book and we should always 
s r ive o p r o f i t by experience. You may remember tha t about eighteen 

t > e^^ e v ed. i t possible to s t a b i l i z e the p r i n c i p a l fo re ign 
Arrerir a m a i n t a i n them at a p a r i t y with each other and with the 
a mat ter cf J i >&n^ * remember c o r r e c t l y you urged the Board as 
reference duty to undertake t h i s s t a b i l i z a t i o n . In view of the 
are exper ie i ^ your l e t t e r to the embarrassment tha t export houses 
the riroblp-m« t h e inference may be drawn that you do not now regard 
once did and t w 6 C t e d w i t h our fo re ign trade as being as Simple as you 
Board to • ?°U r e a * i z e how impossible i t would have been f o r the 

n t r y h 8 d t h e B<mrd attempted to car ry out your suggest ion. 

Respect fu l ly yours, 

W. P- G. HARDING 

Hon. Robert 1 . Owen, G o v e r n o r . 
united S ta t e s Senate . 
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X-2075 
December 2, 1$20. 

SUBJECT: Equipment fo r P r in t i ng Federal Reserve Motes. 

Dear S i r : 

Refer r ing to the Board's l e t t e r of November 

19, 1920, S t . 1576, subjec t "Equipment f o r P r in t i ng Federal 

Reserve Notes", the Federal Reserve Board has approved 

the a p p l i c a t i o n of the Federal Reserve Bank of New York 

t o charge the amount of i t e "Additional Assessment f o r 

New Equipment" to current expenses on December ]1, 1920, 

ins tead of charging t h i s amount t o an a s s e t account on the 

Bank's books t o be amortized to current expenses as 

charges a r e made covering the cost of p r i n t i n g new Federal 

Reserve no tes . 

In cage your Bank des i res to handle your 

assessment in the manner a s approved f o r New York, ins tead 

of i n the manner spec i f i ed in the Board's l e t t e r r e f e r r e d 

to above, i t w i l l be in order fo r your Bank to make a p p l i c a -

t i o n to the Board. 

Very t r u ly yours, 

Ass is tant to Governor. 

CHAIRMEN OF ALL FEDERAL RESERVE BANKS. EXCEPT NEW YORK. 
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OF NEW YORK. 

December 1, 1920. 
OFFICE CORRESPONDENCE 

To Mr. Jay SUBJECT: A u s t r a l i a and New Zealand 
From E. R: Kenzel a s coun t r i e s whose customs 

of t r a d e r equ i re f a c i l i t y 
f o r c r e a t i n g d o l l a r exchange, 

* 
R e f e r r i n g t o Governor .Harding ' s l e t t e r of November 30 and 

the l e t t e r of the National Bank of Commerce; New York, dated November 

69, a t t ached t h e r e t o , i n connection with t h i s Sub jec t : 

I have given c a r e f u l cons id6Mtion over a long per iod a s t o 

the d e s i r a b i l i t y of pe rmi t t i ng Austtfaiiasiin banks to draw d o l l a r b i l l s 

on American banks and bankers f o r t h e purpose of c r e a t i n g d o l l a r exchange. 

I am convinced t h a t i t would be de s i r ab l e and t h a t t h e customs of t r ade 

and t h e f i n a n c i a l and t r ade condi t ions the re a t the p re sen t . t ime f u l l y 

j u s t i f y i t , f o r t h e fo l lowing reasons, among o t h e r s : 

Aus t r a l i a and New Zealand a r e almost exc lus ive ly a g r i c u l t u r a l 

coun t r i e s , which depend on t h e i r expor t s of a g r i c u l t u r a l p roducts a s 

means of payment f o r t h e i r necessary impor ts . As i n a l l a g r i c u l t u r a l 

coun t r i e s the export movement i s seasonal and when outward exchange i s 

not making, they must have f inanc ing over t h e season u n t i l expor ts w i l l 

resume. This they have he re to fo re had exclus ive ly through London and 

the B r i t i s h i n t e r e s t s which cont ro l a l l of the Aus t r a l i an banks have 

c rea ted a monoply f o r s t e r l i n g i n the overseas bus iness wi th Aus t ra las ia* 

P r a c t i c a l l y a l l of the bus iness done by the A u s t r a l a s i a n banks, they 

being B r i t i s h owned, i s done f o r account of London. Pene t ra t ion of 

American banking i n t o Aus t r a l a s i a has h e r e t o f o r e been imprac t icable 

because of the c lose monoply maintained by the i n t e r e s t e d banks. This 

hftfl r e s u l t e d i n a handicap aga ins t American commercial r e l a t i o n s wi th 

A u s t r a l a s i a and has p r a c t i c a l l y , a l though not s p e c i f i c a l l y requ i red , both Digitized for FRASER 
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with reg&rd t o imports and exports between t h i s country and Aus t ra las ia , 

t ha t the bus iness should be done i n s t e r l i n g and t r ansac ted through B r i t i s h 

banks, which has imposed r a t h e r a burden upon our t r ade wi th these count r ies . 

At the presen t time, however, there i s an opportunity f o r the 

pene t r a t ion of do l l a r c r e d i t s i n t o Aust ra las ian markets, and the e s t a b l i s h -

ment of d o l l a r exchange i n those markets, a t l e a s t one way. This condit ion 

a r i s e s from the f a c t t h a t t he str ingency of c r ed i t i n London prevents the 

establishment of c r e d i t s there aga ins t which Aus t ra las ian banks might 

draw i n a n t i c i p a t i o n of t h e i r wheat and wool b i l l s which w i l l begin to be 

making i n January and February# t l i i s View has been recen t ly confirmed 

to me by bankers here , including ftii'eigii bahkefs who a r e c lbsely i n touch 

with the s i t u a t i o n and have recent ly conferred aldd with Atis t ral iah bankers 

who a r e v i s i t i n g here . I be l ieve tha t Austra las ian banks would w e l * # # 

the opportunity t o draw d o l l a r s on t h i s country and tha t t h e i r a b i l i t y t o 

do so would be the en te r ing wedge t o the development of the t rade custom 

of s e l l i n g our expor ts to Aus t ra las ia i n do l l a r s , which would r a l i e v e our 

expor te rs of a l l hazard of exchange i n t h e i r t r a f f i c . There i s no doubt 

t ha t I have heard expressed anywhere a s to the abso lu te i n t e g r i t y of the 

Aus t ra l ian banks and t h e i r a b i l i t y to meet any ob l iga t ions which they 

would assume and which would be granted t o them i n t h i s country, and t h e i r 

t rade p o s i t i o n i s , I be l ieve , absolute ly sound. 

* A f u r t h e r great advantage t o our American commerce of the 

grant ing of t h i s f a c i l i t y , and p a r t i c u l a r l y a t t h i s time, would be the 

r e l i e f to our expor ters who have l a r g e amounts due them f o r goods already 

shipped, upon which c o l l e c t i o n s can not be mads. Also, the export t rade 
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t o these countr ies , solely on t h i s account, has come p r a c t i c a l l y to 

a s t a n d s t i l l . There i s an excel lent demand fo r American manufactures 

from customers there who a re well able to pay fo r the goods, but 

lacking exchange f a c i l i t i e s , a re unable to do so . 

I have heard no object ion ra ised i n any quar ter , even among 

the fo re ign bankers represented here, against the grant ing of t h i s 

f a c i l i t y i n respect of Austra las ia , and I can conceive of no reason 

why i t should not be done. 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 3,1920. 
X-2077 

Subjec t . L e t t e r from Senator R.L. Owen, c r i t i c i s i n g 
c e r t a i n p o l i c i e s of the Federal Reserve System. 

t e a r S i r : 

In order t h a t you may b e t t e r understand the bas i s 
upon which my l e t t e r to Senator Owen, copy of which was 
forwarded to you yesterday, was wr i t t en , I am enclosing 
herewith fo r your f i l e s , a copy of the Sena tor ' s l e t t e r to 
me, dated November ISth , the substance of which appeared 
i n yesterday af ternoon*s papers . 

Very t r u l y yours, 

Enclosure. 

Governor, 

To Chairmen and Governors of a l l F.R. Banks. 
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X-207? a 
UNITED STATES SENATE 

Washington 

COPY November 18, 1920. 

Honorable W.P.G. Harding, 
Federal Reserve Board, 

Washington, D.C. 

My dear Governor; 

I wish t o aga in appeal t o you and t o the Federal Reserve 
Board t o lower the r a t e s of i n t e r e s t charged by the Federal Reserve Banks, 
and expand the loans of the Federal Reserve Banks to the ex ten t which nay 
be r equ i red f o r purposes of l e g i t i m a t e product ion and d i s t r i b u t i o n . 

American banks a r e j u s t i f i e d i n charging s ix and seven per 
cen t , because they ps*y two and th ree per cent f o r depos i t s , and they a r e , 
e n t i t l e d to make a p r o f i t of two and th ree pe r cent above t h e i r overhead 
charges on the depos i t s which they handle as merchants.of c r e d i t . 

Three pe r cent p r o f i t on the t o t a l l oans of a l l t he banks 
of t he United S t a t e s , which amounted on June 30th, 1920, t o $30,891, &93» 000.00 
would make $ 9 2 6 , 000, 000.00 p r o f i t on $5,953/933/000.00 cf c a p i t a l , su rp lus 
and undivided p r o f i t s . 

The Federal Reserve Banks earned l a s t year over one hun-
dred per cent and a re earning now a t a r a t e i n excess of one hundred and 
f i f t y pe r cent per annum on i t s c a p i t a l , contrary to a sound publ ic po l i cy . 
This excess p r o f i t i s a l l the more reprehens ib le because i t goes t o t h e 
Treasury, i s made by a Governmental i n s t r u m e n t a l i t y and pu t s the Government 
i n the p o s i t i o n of p r o f i t e e r i n g , and s e t t i n g a na t i ona l bad example. 

The Federal Reserve Banks under these high i n t e r e s t r a t e s 
a r e measurably d e s t a b i l i z i n g c r e d i t s and promoting i n d u s t r i a l depress ion 
under t h e a r b i t r a r y high i n t e r e s t r a t e s which the Reserve Banks are charging. 

If the Reserve Banks would be content w i t h the same margin 
of p r o f i t i n i n t e r e s t r a t e s which the average bank of the country ob ta ins , 
i t would be charging a r a t e of between t h r e e and four pe r cent , because the 
Reserve Banks pay no i n t e r e s t on depos i t s , and a t h r e e or fou r per cent r a t e 
f o r the Reserve Banks would correspond wi th the i n t e r e s t a member bank would 
earn which charged s ix per cent* 

Never the less , the Federal Reserve Board i s approving a s ix 
pe r cent r a t e on loans secured by Treasury c e r t i f i c a t e s of indebtedness , and 
a seven per cent r a t e on t r ade acceptances and on a g r i c u l t u r e and l i v e stock 
paper . 
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standard of i n t e r e s t t h a t j u s t i f i e s the member banks and a l l other banks 
in ra is ing , the r a t e s on a l l t h e i r loans and discounts, probably an average 
of three per cent which would amount to an add i t iona l tax on the productive 
and d i s t r i b u t i v e processes of America to the extent of a b i l l i o n do l la r s 
per annum. 

Of course, t h i s tax goes in to the pockets of the stockholders of the 
banks, but i t i s a t the expense of the whole country, and contrary to a 
sound public pol icy . As a stockholder * of the banks, I am benef i ted . As a 
consumer, as a producer, as a c i t i zen , I am in ju red . The country as a whole 
i s in jured by the i ndus t r i a l depression fa r beyond the b i l l i o n of unearned 
p ro f i t s* 

I f u l l y agree with the Board i n i t s policy of advis ing r e s t r i c t i o n s of 
loans employed in stock speculations, in commodity speculat ions, in hoarding 
and in p r o f i t e e r i n g . This advice of the Board i s wise. I t can be only 
applied advantageously by the individual banks exercis ing an individual 
discr iminat ion against loans for such purposes. Such c r ed i t s when released, 
however, should be extended to those who are engaged i n leg i t imate production 
and d i s t r i bu t i on . 

I t seems to be the policy of the Board to r a i se the r a t e s of i n t e r e s t 
for the purpose of broadly de f l a t i ng c r ed i t s . I t has been pursuing t h i s policy 
for a year with the r e s u l t of t h i s policy of high i n t e r e s t charges being 
extended generally throughout the country, which has thus brought on a con-
d i t i on of indus t r i a l depression r e su l t i ng in checking, and in some cases 
absolute ly stopping, l eg i t imate production and leg i t imate d i s t r i bu t i on . This 
i s the evi l of usury, 

I h e a r t i l y approve the checking of speculation, hoarding and p ro f i t ee r ing , 
but I very vigorously disapprove and pro tes t agains t the breaking down of 
l eg i t ima te production and d i s t r i bu t ion by th i s course. I t i s d i sc red i t ing 
the Federal Reserve System, and if you wi l l pardon me fo r saying so, I 
bel ieve, i t i s impairing in the public mind the confidence of the wisdom of 
the Federal Reserve Board and the Federal Reserve bank management. 

The e r ro r of the policy of indiscr iminate de f l a t i on i s la rgely due, in 
my opinion, to the lack of v is ion of the big New York City banks. Beginning 
a year ago, the men who control the policy of the big banks dealing in stock 
exchange loans, began to put the i n t e r e s t r a t e s up from t en to t h i r t y per 
cent, ins tead of requir ing such loaps to be gradually l iqu ida ted on some 
reasonable bas i s . 

On these high i n t e r e s t charges they probably made $100,000,000.00 of p ro f i t . 
Inc identa l ly the individual deposi ts of New York City banks which were 

November 12, 1$19, $6,313# 33%* 000.00 were reduced on November 10, 1$20, to 
$4,916,375>000.00, a net l o s s of deposi ts i n New York City of about 
$1,400,000,000.00, and a net reduction of loans amounting to a s imi lar amount. 

I s i t any wonder tha t New York City i s complaining of the c red i t 
s i tua t ion? 
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But while the individual deposi ts and loans of New York City banks were 
coming down, the t o t a l depos i t s of a l l the banks of the country, including 
bank depos i t s , increased according to the Comptrol ler ' s l e t t e r of October 
13, 1920, $4,045,164,000.00, and loans increased $5,805,73&> 000,00 ( including 
o v e r d r a f t s and discounts) f o r the f i s c a l year ending June 30, 1920, so that 
t h i s d i spa r i t y of reduced deposi ts and loans in New York City i s a l l the more 
conspicuous. 

The New York City banks have above a l l o thers pursued the pol icy of 
ind iscr imina te de f l a t i on , and have de f l a t ed t h e i r -own depos i t s accordingly. 
The balance of the count ry ' s banks the re fo re , increased t h e i r deposi ts ex-
clus ive of New York about $5,000,000, 000.00. 

The t o t a l resources of the banks of the United S ta tes increased 
$4,045,164,000,00 f o r the f i s c a l year ending June 30,1920, reaching the 
g igan t i c t o t a l of $53,079,108,000,00. 

The balance of the country has shown i t s normal increase in sp i t e of 
the high r a t e s . Nsw York City under the control of those favoring the policy 
of d e f l a t i o n shows a grea t l o s s in depos i t s and in loans . The stock market 
has bean broken. The p r i ce of Government bonds has been ser iously depressed 
because the American market of stocks and bonds i s located i n New York City, 
where t h i s pol icy of d e f l a t i o n i s pecu l i a r ly in evidence. 

Inc iden ta l ly , many of the export houses in New York City a re going in to 
bankruptcy. Many of the great commodities l i k e l e a t h e r , wool, s i l k , rubber, 
ca t s , corn, e t c . , a re already down below the cost of- production. 

The depos i t s of the nat ion June 30, 1420, were over for ty-one b i l l i o n 
do l l a r s , and the deposi ts of New York City were l e s s than one-eighth of the 
other banks' deposi t s of the country, but New York i s the f i nanc i a l hear t of 
the country, and powerfully a f f e c t s the whole na t ion . 

My dear Governor, I am p r o t e s t i n g to the Reserve Board aga ins t the 
pol icy of indiscr iminate de f l a t i on , and am praying the Board to reconsider 
i t s a t t i t u d e , and to withdraw froa; supporting the pol icy of indiscr iminate 
d e f l a t i o n by high i n t e r e s t r a t e s , and by r e f u s a l of c r e d i t s to l eg i t ima te 
indus t ry , which the Reserve banks can well a f f o r d to make to whatever 
extent a c t u a l l y required by the country. 

I have been d i s t ressed by the propaganda being ca r r i ed on to impress 
the country with the idea tha t the Federal Reserve Banks were i n a 
condit ion of i n s t a b i l i t y . 

A day or two s ince , Mr. M. L, Requa, 120 Broadway, sent me a l e t t e r 
inc los ing a Roger Babson c i r c u l a r , s t a t i n g tha t many of Babson's c l i e n t s 
have asked — 

H\7hy the Federal Reserve Banks should be alarmed 
over a r a t i o of fo r ty per cent when England i s g e t t i n g 
along on a r a t i o of about f i f t e e n per cen t . " 

This c i r c u l a r then s t a t ed in l a rge black face type — 
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"The t r u t h i s t ha t the United S t a t e s reserves a re 
qui te a s low as those of England. The seeming 
d i f f e r e n c e i s only the methods by which they a r e 
c a l c u l a t e d , " 

In the f i r s t p lace the Federal Reserve Banks a r e not alarmed, and 
have not the s l i g h t e s t reason i n the world to be alarmed. 

I t i s t r u e tha t the Bank of England i s ge t t i ng along very wall with 
a r a t i o of currency aga ins t deposi ts of l e s s than f i f t e e n per cent ( t en 
per cent August k, 1920,) , and nobody i n England i s a t a l l alarmed about 
the Bank of England, and navs no need to be. The B r i t i s h Government. i s 
behind the Bank of England in f a c t , if not in law. 

But the statement t h a t the United S ta tes reserves a re qui te as low as 
those of England i s e n t i r e l y and u t t e r l y un t rue . 

The statement of the Bank of England which Babson quotes shows 
136,000,000,000 pounds of depos i t s with l i t t l e over 13,000,000 pounds of 
Bank of England no tes (now irredeemable), and l e s s than 2,000,000 pounds 
in gold . The cash reserves , t he r e fo r e , of the Banking Department of the 
Bank of England aga ins t i t s deposi ts was only a l i t t l e over ten per cent, 
but there was no reason why the deposi tors should have any f ea r whatever, 
and they had none. 

But aga ins t the deposi ts of the Federal Reserve Banks a r e reserves of 
35 per cent in gold (over $60C, 0C0,000) and over 65 per cent f i r s t c lass 
s e c u r i t i e s , when as a matter of f a c t , the depos i t s i n the Reserve Banks 
cannot be withdrawn under the s t a t u t e , and no reserve of any kind i s r ea l ly 
necessary fo r the mere purpose of p ro tec t ing such f ixed depos i t s . 

Reserves Against Note I s s u e s . 

The currency of Great Br i t a in cons i s t s of B r i t i s h t reasury one pound 
notes and t en s h i l l i n g notes and c e r t i f i c a t e s , o rd inar i ly known a s the 
"Bradbury notes" , because issued under John Bradbury's admin i s t r a t ion . 

These notes amount t o 352,79^*058 pounds s t e r l i n g , secured by 
28,500,000 pounds i n gold, (equal t o 8 per cent of gold) i n the t reasury , 
and 18,750,000 pounds s t e r l i n g i n Bank of England notes (equal t o 5*3 P e r 

cen t ) , a t o t a l cover of 13.3 P e r cent aga ins t these t reasury notes which 
correspond c lose ly with the t reasury notes issued by the United S ta t e s 
Treasury to the Federal Reserve banks, and ca l led "Federal Reserve no te s . " 

But the Bradbury notes (now irredeemable) have a gold cover only of 
13-3 per cent (counting the Bank of England notes as gold), while the 
Federal Reserve notes amounting on November 12, 1920, t o $3,328,985,000.00 
had an ac tua l gold cover of $2,180,000,000.00 (equal to 65 per cen t ) , 
bes ides an excess of t h i r t y - f i v e per cent of other f i r s t c l a s s s e c u r i t i e s 
behind these Federal Reserve notes amounting t o good secur i ty of over one 
hundred per cen t . 
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The Bradbury notes a re good if the B r i t i s h Government i s solvent , 
a s everybody be l i eves i t i s , but the Bradbury notes have only 13 per 
cent gold cover, while the Federal Reserve notes have 65 per cent of gold 
cover, and a re otherwise secured by sound s e c u r i t i e s , making a t o t a l 
s ecu r i ty exceeding one hundred per cent, and i n add i t ion has the f u l l 
t ax ing power of the United S ta tes behind them. 

The Bank of England has outs tanding 139# 920, OCX) pounds s t e r l i n g in 
Bank of England notes secured by 121,420,010 pounds of gold held in t r u s t 
by the Issue Department of the Bank of England for the b e n e f i t of the 
noteholders , toge ther with 18,500,000 pounds,of Government debt, and other 
s e c u r i t i e s so t h a t the Bank of England notes , though not underwri t ten by 
the B r i t i s h Government, a r e secured up to one hundred per cen t . However, 
under the need for the economical use of gold; publ ic opinion and the 
Government of Great B r i t a i n sus ta ins the Bank of England in r e f u s i n g to 
redeem i t s notes in gold jus t as the Bradbury notes a re not redeemed i n 
gold, England i s not on a gold b a s i s . Last Saturday gold was s e l l i n g in 
London per ounce a t 121 s h i l l i n g s and 11 pence (par value 65 s h i l l i n g s 
per ounce). In other words, gold was a t a premium of f o r t y - f i v e per cent 
in liondon, while s e l l i n g a t par i n New York. This expla ins why the paper 
pound s t e r l i n g in New York i s s e l l i n g on the Exchange around $3*35 P e r 

pound. 

The currency of the United S ta tes i s on a gold b a s i s , and the Federal 
Reserve notes a re being dai ly redeemed in gold by law. 

Babson's statement — 

"That the United S ta tes reserves a re qu i te a s 
low a s those of England, The seeming d i f f e r e n c e 
i s only in the methods by which they a re c a l c u l a t e d . " 

i s qu i t e unpardonable coming from a respec tab le pub l i ca t ion . 

The Edi tor was unaware apparent ly of the exis tence of the Bradbury 
notes amounting to $1,750,000,000,00. In the next p lace , i n theory, he 
takes the t r u s t gold held by the Issue Department of the Bank of England 
and adds i t t o the gold i n the banking department, and then adds together 
the outs tanding notes of the Bank of England and the depos i t s of the Bank 
of England, and e s t a b l i s h e s a r a t i o between the sums thus obtained 
(omit t ing the Bradbury no te s ) . 

'i'here i s no j u s t i f i c a t i o n in law or in morals to thus assume to use 
the t r u s t gold held by the Issue Department of the Bank of England. This 
gold i s held in t r u s t fo r the noteholders of the Bank of England, and 
cannot be used f o r any other purpose. Nobody in Great B r i t a i n ever dreamed 
of us ing t h i s t r u s t gold to pay deposi tors w i th . I t would be unlawful 
and a felony t o do so . 

The t reasury notes of the B r i t i s h Government issued f o r currency have 
behind them t h i r t e e n per cent of gold, and a re not redeemable in gold . 

The Bank of England notes are not redeemable i n gold, as a matter of 
f a c t . 
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The deposi ts of the Bank of England have a cash reserve running from 
ten t o four teen per cent in Bank of England notes , including about one 
per cent of a c t u a l gold. The Bank of England can command gold neverthe-
l e s s , and i s not alarmed. 

The deposi t s and acceptances of the twelve j o i n t banks of Great 
B r i t a i n in t h e i r l a s t report ( these banks do the great commercial business 
of the B r i t i s h I s l e s ) amounted t o 1,955/200,000 pounds, aga ins t which they 
had 300, 000,000 pounds in so-cal led cash, the cash cons is t ing of Bradbury 
notes secured by t h i r t e e n per cent gold, and t h e i r deposi ts with the bank 
of England secured by a l i k e percentage of Bank of England notes , so that 
if the ac tua l gold reserves were estimated agains t t h e i r deposi ts and 
acceptances i t would amount to l e s s than f ive per cent gold, and t h i s need 
cause, and does cause, no alarm. These banks a re abundantly protected 
by publ ic opinion and by the support of the B r i t i s h Government behind the 
Bradbury notes , and behind the Bank of England. 

The t r u t h i s the English people a re using gold very economically, 
and the United Sta tes i s using gold very uneconomically. 

The Federal Reserve Banks have in gold, including a small amount of 
Igga l tender, $2,180,000,000.00. The banks of the United S ta tes had in 
cash in t h e i r vau l t s $626,000,000.00 on June 30th, 192O. There i s in 
the United Sta tes t reasury over $300,000,000.00 of f r e e gold and s i l ve r , 
and there i s outstanding outside of the Federal Reserve Banks and outside 
of the Treasury $670,000,000.00 in gold and $414,000,000.00 of s i l v e r , 
making a t o t a l of over $3,000,000, OCO.00, or about $30.00 per capi ta , while 
the t o t a l amount of gold in the Br i t i sh I s l e s i s about $800,000,000.00 or 
seventeen and a f r a c t i o n do l l a r s per cap i t a . The world owes the United 
S ta tes $15,000,000,000 and we can command the gold of the world. 

The Bank of England ac t ing as the Reserve Agent of a l l the banks of 
Great Br i t a in i s safeguarding a world wide business , probably equal to t h a t 
of the United S ta tes , with a cash supply on hand of only $75# 000,000.00, 
cons is t ing of the Bank of England notes (irredeemable a t t h i s time) and 
including l e e s than $10,000,000.00 ac tua l gold,while the Federal Reserve 
Banks serving a s imi lar o f f i c e fo r American banks have $2,180,000,000,00 
of gold, so tha t the Reserve Banks have over twenty-f ive times a s much 
gold a s the Banking Department of the Bank of England. 

To t a l k about the Reserve Banks being alarmed under the circumstances 
i s s tup id . To s t a t e t h a t the reserves of the United S ta tes a r e qu i te a s 
low a s those of England does a ser ious i n j u s t i c e to the Federal Reserve 
Banks and Federal Reserve notes , whose reserves a re many times s t ronger 
than the Reserves of the Banking Department' of the Bank of England. If 
the Federal Reserve notes were issued up to the 13 per cent reserve of the 
Bradbury notes the $2,100,OCO, 000.00 of gold would sus ta in Federal Reserve 
notes equal to $16,155, 000,000,00, or an expansion of- c red i t equal to over 
$12,000, 000, OCO. 00, 

The Federal Reserve Act contemplated the reserves aga ins t the Federal 
notes going below f o r t y per cent , and made provis ion for i t by a moderate 
and small pena l ty . The Federal Reserve Board has re fused t o allow the 
r e se rves t o go down when the very purpose of the reserve a s contemplated 
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by the Act i s tha t i t should be used when the nat ional wel fa re requi res 
i t . 

I r e s p e c t f u l l y pray the Board to now give considera t ion to the 
question of reducing the r a t e of i n t e r e s t and of extending the powers 
of the Federal Reserve Banks t o the f u l l accommodation of our l eg i t ima te 
commerce and indust ry in order t h a t the g igan t ic s t r i d e s of America along 
the road to p rosper i ty may continue unimpaired. 

Respect fu l ly yours, 

(Signed) ROBERT L, OWEN. 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

December 3> 1920. 
X-2078 

Subjec t : Code words to be used in 
rediscount t r ansac t i ons . 

Dear S i r : 

There i s submitted herewith a new l i s t of code words 
and phrases to be used in rediscount t r ansac t ions between 
Federal Reserve Banks, superseding the code words suggested i n 
the Board's l e t t e r s of Ju ly 10, 1919, X-1613; Ju ly 24, 1919i 
X-1&8; and August 23, 1919, X-1657. 

I t i s requested that the new code words be made 
e f f e c t i v e as of December 15, 1920. 

Very t r u l y yours, 

E n c l o s u r e . 

Assis tan t to Governor. 

To Chairmen of a l l F,R. Banks. 

Cory to G-ovemers. 
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X r CODE MESSAGES TO BE USED IN REDISCOUNT TRANSACTIONS 
BETWEEN FEDERAL RESERVE BANKS. 

(a) To be sent by the bank wishing to rediscount to the Board: 

CODE WORD; 

CENTER - , . « Please arrange f o r t h i s bank to rediscount (date) 
(amount-A.B.A. code) (kind of -paper—see code 
words given below) maturing (11 to I'D days . 
Gold Settlement Fund d i r e c t t r a n s f e r in payment. 

(b) To be sent by the Board to the rediscounting bank: 

„ TEMPER. . . .Board has requested (Chicago) to rediscount f o r your 
Bank (date) (amount-A.B.A.code) (kind of •paper - see 
code words given below) maturing (11 to 15) days 
r a t e (%) per c e n t . Gold Settlement Fund d i r e c t t r a n s f e r 
in payment. Please arrange d e t a i l s d i r e c t . 

TEMPLE . . . .Board has requested (Chicago) to rediscount f o r your 
Bank today as of (date) (amount-A.B.A. code) (kind 
of paper-see code words given below) maturing (11 to 15) 
days, r a t e (%) pe r cen t . Gold Sett lement Fund d i r e c t 
t r a n s f e r in payment t h i s morning, with a l l e n t r i e s as 
°f ( da t e ) • Please arrange d e t a i l s d i r e c t . 

(c) To be sent by the Board to the discounting bank: 

TANNER . . . .Board reques ts your Bank to discount f o r (Dallas) 
(date) (aaount-A.B.A. code) (kind of •paper-see 
code words given below) maturing (11 to 15) days, 
r a t e (%) pe r cen t . Gold Settlement Fund d i r e c t 
t r a n s f e r . Please arrange d e t a i l s d i r e c t . 

TANGENT . . . .Board requests your Bank t o discount f o r (Dallas) 
today as of (date) (amount-A.B.A. code) (kind of 
-paper - see code words given below) maturing 
(11 to 15) days, ra te (J) pe r r e n t . Gold Settlement 
Fund d i r e c t t r a n s f e r in payment t h i s morning, with 
a l l e n t r i e s as of ( d a t e ) . Please arrange d e t a i l s 
d i r e c t . 

(d) To be sent by the discount ing bank to the rediscount ing bank: 

HAMMER . . . . I n accordance with request of the Federal Reserve Board we 
s h a l l be pleased to discount f o r your Bank (date) (amount— 
A.B.A.. code) (kind of -paper-see code words given below) 
maturing (11 to 15) days, r a t e (%) pe r c e n t . Please deposi t 
paper wi th Federal Reserve Agent of your Bank f o r account 
Federal Reserve Agent of t h i s Bank and have him wire our 
Agent acknowledging r ece ip t of b i l l s and c o l l a t e r a l . Wire 
amount of unearned discount c red i t ed , a l so advise separa te ly 
f o r each kind of paper t o t a l amount maturing within f i f t e e n 
days, t h i r t y days, s i x t y days, n ine ty days and over n ine ty 
days. Also please forward schedules . Gold Sett lement Fund 
d i r e c t t r a n s f e r w i l l be made i n payment. Digitized for FRASER 
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HAMtiCT . . . . In accordance with request of the Federal Reserve Board 
we s h a l l be p leased to d iscount f o r your Bank today as of 
(da te ) (amount-/«B./. . code) (kind of "paper - see code 
words given below) maturing (11 to 15) days , r a t e (%) 
pe r c e n t . P lease depos i t paper with Federa l Reserve J1 gent 
of your Bank f o r account Federal Reserve Agent of t h i s 
Bank and have him wire our /gen t acknowledging r e c e i p t of 
"bi l l s and c o l l a t e r a l , ^ i r e amount of unearned d i s coun t 
c r e d i t e d ; a l s o advise s e p a r a t e l y f o r each kind of paper 
t o t a l amount maturing wi th in f i f t e e n days , t h i r t y days , 
s i x t y days , n i n e t y days, end over n i n e t y days . Also p l ease 
forward schedules . Gold Sett lement Fund d i r e c t t r a n s f e r w i l l 
he made t h i s morning in payment, with a l l e n t r i e s as of (da te ) 

(e) To he sen t by the Agent of the red i scoun t ing bank to the Agent of 
the d i scoun t ing bank: 

P/WPFR . . . . 1 have received from the Federal Reserve Bask of ( D a l l a s ) . 
p rope r ly endorsed by i t , (amount-/.B.. A. code) (kind of r a r e r -
see code words given below)maturing ( l l t o 15) days, r a t e 
XX) p e r cent and am hold ing same i n t r u s t f o r you f o r account 
of Federal Reserve Bank of (Chicago) which Bank i s d i scoun t ing 
above paper as of (da te ) . De t a i l f i g u r e s and schedules w i l l 
f o l l o w . 

( f ) To be sent by d i scount ing bank to Board: 

R/NGFR . . . . I n accordance with Board 's reques t we w i l l d i scount f o r (Dal las) 
as of (da te ) (amount-A.B.A, code) (kind o-f r ape r - s ee code 
words g iven below) maturing ( l l to 15) days , r a t e (%) p e r c e n t . 
We are a r ranging d e t a i l s d i r e c t with ( D a l l a s ) . Gold Set t lement 
Fund d i r e c t t r a n s f e r w i l l be made today i n payment, with a l l 
e n t r i e s as of ( d a t e ) . 

(g) To be sent by red iscount ing bank to d i scoun t ing bank: 

REAPER . . . . I n accordance with your wire (date) we have de l ivered t o the 
Federal Reserve Agent of t h i s Bank t o be he ld i n t r u s t f o r 
the Federa l Reserve Agent of your Bank f o r the account of your 
Bank (amount- /»B.z. code)(klnd of r a r e r - s e e code words given 
below) maturing (11 t o 15) days . Please make d i r e c t t r a n s f e r 
cf (amount-*.B.Z. code) (da te ) through Gold Set t lement Fund i n 
payment. We c r e d i t your account in Gold Fund c l e a r i n g (da te ) 
(amount - /^B. / . code) d i scount a t ( J ) pe r cent f o r (10) days on 
(amount-Z.B.Z. code) (kind of r a r e r - s e e code words given below) 
and. (amount-/ .B.A. code) d iscount a t (%) pe r c en t f o r (10) days 
on (amount-A.B./ . code) (kind of r a r e r - s e e code words g iven 
below); t o t a l c r e d i t for d iscount (amount-A.B.A. code ) ! 
Schedule of b i l l s pledged with our Agent w i l l be mailed (da te ) 

(h) To be sent by rediscount ing bank to d iscount ing t ank i n renewal 
t r a n s a c t i o n s : 

RFC/ST . . . . I n accordance wi th your wire of (da te) we have de l ive red t o the 
Federal Reserve Agent of t h i s Bank to be h e l d i n t r u s t f o r the 
Federa l Reserve Agent of your Bank f o r the account of your Bank Digitized for FRASER 
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(amount-A.B.A. code) (kind of paper-see code words given below) 
maturing (11 to 15) days. We have received from the Federal 
Reserve Agent of t h i s Bank paper lodged wi th him (10) days ago 
in equivalent amount* We are paying you f o r today ' s ma tu r i t i e s 
through the Gold Settlement Fund by d i r e c t t r a n s f e r today end 
request tha t you make d i r e c t t r a n s f e r to us of (amount-A.#./ , 
code) covering liew. t r ansac t ion . We c r e d i t your account in 
Gold Fund c l e a r i n g (date) (amount-.A.3.A. code) discount a t ( J ) 
pe r cent f o r (10) days on f amount-A.B.A. code) (kind of na r e r -
see code words given below) and (amomat-A.B.A. code) d iscount 
a t ( J ) pe r cent f o r (10) days on '(amount-A.B.A. code) (kind 
of paper-see code words given below): t o t a l c r e d i t f o r discount 
(amount-A.B.A. code) . Schedule of b i l l s pledged with our 
Agent being mailed. 

( i ) To be sent by rediscounting bank t o discounting bank i n making 
advance payments: 

RESORT . . . .We are paying your Bark today by d i r e c t t r a n s f e r through the 
Gold Settlement Fund on account of proceeds of advence 
payment f o r our rediscount with your bank due (date) as fo l lows : 

Rate (%) pe r cent 

(Name) or (No) Amt. (A.B.A. Code) Disc. (amt. A.B.A.code) Proceeds (A.B.A.code) 
(Name) or (No) Amt. 4(A.B4A. Code) Disc, (amt.; A.B.A.code) Proceeds (A.B.A.code) 

( j ) Designations of kinds of paper : 

CERTIFICATES . . . . member bank promissory notes secured by Treasury 
c e r t i f i c a t e s of indebtedness. 

LIBERTIES member bank promissory notes secured by Liber ty bonds. 

VICTORIES member bank promissory notes secured by Victory n o t e s . 

COMMERCIAL . . . . . commercial paper secured or unsecured. 
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The fol lowing i s a review of general 'business 
and f i n a n c i a l condi t ions throughout the several . 
Federal Reserve D i s t r i c t s during the month of 
November, as contained in the forthcoming i ssue of 
the Federal Reserve B u l l e t i n . 

The month of November has continued the period of readjustment in 

bus iness . P r i ce s have continued t h e i r dec l ine , the Board 's general index 

showing a ne t l e s s f o r the month of 18 p o i n t s . The a c t i v i t y of manufac-

tu r ing i n many l i n e s has been s t i l l f u r t h e r reduced -md there has been 

some increase in unemployment. There has been a corresponding reduct ion 

of buying power which i s r e f l e c t i n g i t s e l f in a no t iceab le way in a lessen ing 

in the volume of t rade , p a r t i c u l a r l y in the volume of wholesale t r ade . 

While bus iness f a i l u r e s have "continued to increase year ago, the 
t o t a l growth in a s s e t s of f a i l e d concerns has been moderate. Banks have 

; been able to extend c red i t in reasonable volume, wi th the r e s u l t tha t l o s s e s 

due to shrinkage of inventory values have been car r ied without producing 

an undue measure of commercial embarrassment. In the a g r i c u l t u r a l regions 

an outs tanding f e a t u r e of the month has been the r e t a r d a t i o n of the movement 

of products to market, which has r e su l t ed i n a slowing down of co l l ec t ions 

and in a reduced l i q u i d i t y of commercial paper . In some of the leading 

a g r i c u l t u r a l S ta t e s bank f a i l u r e s have been repor ted . Tne general opinion 

of bankers and f i n a n c i e r s i s to the e f f e c t t h a t the process of readjustment 

has been kept under control and has produced as l i t t l e economic dis turbance 

as might reasonably have been expected. I t i s impossible to est imate the 

extent to which the completion of the readjustment process may involve 

f u r t h e r slackening of employment o r the increase of commercial embarrassment. 

.Favorable elements in the immediate s i t u a t i o n are the improvement in t r a n s -

F E D E R A L R E S E R V E B O A R D X-3079 

STATEMENT FOR THE PRESS 

1111 

re lease in Sunday morning papers , 
December 5,1920. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1 1 1 3 
- 2 - X—207© 

p o r t a t i o n condi t ions and the easing of c r e d i t condi t ions . F re igh t congestion 

i s repor ted p r a c t i c a l l y a t an end and both s t ap le s and coal a re moving s tead i ly 

to market a s shipped* 

In D i s t r i c t Mo. 1 (Boston) there i s an "unmistakably widespread c u r t a i l -

ment of product ion" , "but the money s i t u a t i o n i s reported s a t i s f a c t o r y . \ 

In D i s t r i c t No. 2 (New York), while p r i c e dec l ines and cance l l a t i on of 

o rders have continued wi th " subs tan t i a l i n t e r rup t ions and readjustments in 

many i n d u s t r i e s " , the o rder ly manner in which these readjustments have pro-

ceeded "has been g r e a t l y f a c i l i t a t e d by the exis tence of the present machinery 

f o r the maintenance of c r e d i t f l e x i b i l i t y " . The volume of c r ed i t demand i s 

f a l l i n g o f f . 

In D i s t r i c t No. 3 (Phi ladelphia) there has been " l i t t l e change i n the 

general condi t ion of bus iness" during the pas t month, but while f a c t o r i e s have 

i n many ins tances closed or reduced t h e i r time, "the r e t a i l t rade i s .now making 

an encouraging beginning" in readjustment and "a ready response" to lower p r i ce s 

i s mani fes ted . 

In D i s t r i c t No. 4 (Cleveland) "the phys ica l d i f f i c u l t i e s t h a t have tended 

to i n t e r f e r e w i t h product ion have l a rge ly disappeared" and the chief obs tac le 

to progress i s found in the f a i l u r e to br ing about a thorough readjustment of 

p r i c e s . I ron and s t e e l demand has been " taper ing o f f " . 

In D i s t r i c t No. 5 (Richmond), desp i te reduct ion i n p r i c e s and improvement 

in t r a n s p o r t a t i o n , the month has shown "no pronounced developments." 

In D i s t r i c t No. 6 (Atlanta) a g r i c u l t u r a l condi t ions have continued f avo r -

able throughout the d i s t r i c t desp i t e some shrinkage in y i e l d as compared wi th 

previous p rospec t s . Coal product ion has increased and the re has been a be-

ginning toward the more systematic f inanc ing of the export t r ade . 

In D i s t r i c t No. 7 (Chicago) " indices of bus iness condi t ions point to a 

considerable let-down i n general a c t i v i t y . " Uncertainty p r e v a i l s in many l i n e s , 

while f a i l u r e to b r i ng about g rea t e r un i formi ty in p r i c e s i s an obs tac le to Digitized for FRASER 
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recovery. There i s a lowering of cost of production and a reduct ion 

i n the volume of employment. 

In D i s t r i c t No. 8 (St ,Louis) the tendency of bus iness has been 

to slow down, wi th the readjustment movement gaining considerable 

momentum. The p r i c e recess ions have given r i s e to some h e s i t a t i o n 

and unce r t a in ty both on the p a r t of merchants and the pub l i c . The 

y i e l d s of the leading a g r i c u l t u r a l products were l a rge and. " f a l l 

farm opera t ions have progressed w e l l . " 

In D i s t r i c t Ho. 9 (Minneapolis) the grain movement has 

continued favorable and the physical volume of t rade increased as 

compared wi th September, although l e s s than a year ago< Pr ices 

have s t i l l f u r t h e r decl ined, but f i n a n c i a l condi t ions continue 

s t a b l e . 
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In D i s t r i c t No. 10 (Katnsas City) the month has shown no "decided 

change in the tendency toward a general readjustment of bus iness . " 

Agr icul tura l and other p r i c e s have f a l l e n off there as elsewhere. 

In D i s t r i c t No, 11 (Dallas) the general movement was a continuance 

of t h a t of the preceding month, with f u r t h e r shrinkage in wholesale t rade 

but with improvement i n r e t a i l t rade and co l l ec t ions . The sowing of 

winter wheat has increased and the movement of cotton has become heavier . 

In D i s t r i c t No. 12 (San Francisco) a g r i c u l t u r a l prospects a re 

favorable and the movement of products to market i s proceeding normally. 

Re ta i l t rade i s l a r g e r than l a s t year or than during the preceding month. 

Some i n d u s t r i e s show curtai lment , espec ia l ly lumber and mining. General 

condit ions in the d i s t r i c t a re s t i l l reasonably good. 

Harvesting of t h i s y e a r ' s l a rge crops i s near ing completion in most 

s ec t ions . Favorable weather has aided mate r ia l ly in maturing and 

harves t ing the crops. The r a i n s which have been general have l e f t the 

so i l in good condition f o r seeding. In D i s t r i c t No. 9 (Minneapolis) about 

21 per cent of the corn i s going in to s i l age , while Montana i s u t i l i z i n g 

about 35 per cent of i t s acreage fo r forage and fodder and about b per 

cent fo r grazing. As f r o s t did not appear u n t i l l a t e , the corn i s 

p r a c t i c a l l y matured with very l i t t l e damage. Some in ju ry to corn i s i n -

dicated in the unharvested lowland f i e l d s of Oklahoma, due to heavy r a i n . 

In a l l sec t ions corn i s of good qua l i t y . Seeding of. winter wheat in 

D i s t r i c t No. 8 (St . Louis) " i s p r a c t i c a l l y completed, and the ear ly ,sown 

grain has made good growth and i s in f ine condit ion to en te r the cold 

weather ." On the P a c i f i c Coast "timely r a i n s during October and ea r ly 

November have f a c i l i t a t e d extensive sowing of winter wheat ard have r e -

plenished power and i r r i g a t i o n r e s e r v o i r s . " 
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While the product ion of tobacco t h i s season i s except ional ly 

heavy, there i s more than usual of the low grades due to damage of 

d i f f e r e n t k inds . In Kentucky from 15 to 25 per cent of t he Burley crop 

w i l l be more or l e s s a f f e c t e d , while in Tennessee the color i s bad and 

the qual i ty i s r a t h e r low. I t i s generally reported tha t the farmers 

a re d i s s a t i s f i e d with the p r ice of tobacco, and t h i s has manifested 

i t s e l f in a tendency toward slower marketing. The opening of t h e 

Burley tobacco markets, which usually occurs ear ly i n December, w i l l 

probably be postponed u n t i l a f t e r the f i r s t of the year. Manufacturers 

6f tobacco i n D i s t r i c t No. 5 (Richmond) repor t a slowing of demand from 

both domestic and fo re ign buyers. The weather general ly has been 

favorable to the p icking of f r u i t s on the P a c i f i c Coast, .and the r a i n s 

have helped to s i ze up the f r u i t . Carload shipments of navel oranges 

a re a l ready moving out of northern Ca l i fo rn ia . 

In D i s t r i c t No. 11 (Dallas) the heavy r a i n s in some sec t ions have 

slowed up cot ton picking and some damage has been done to the open cot ton. 

"In many l o c a l i t i e s i t i s reported tha t picking operat ions w i l l not be 

resumed u n t i l the open cotton goes through a period of sun bleaching to 

remove the e f f e c t s of weather damage." In south Texas the harves t ing of. 

what i s said to be the l a r g e s t cotton crop on record in t h a t sec t ion i s 

near ing completion. Cotton p icking i s f in i shed in Flor ida, and 

near ly so in Alabama, South Carolina, Miss iss ippi , and Louisiana, but in 

upper Georgia the b o l l weevil has increased 50 per cent . In Oklahoma 

"the f i e l d s are s t i l l white with unpicked l i n t and l e s s than half has 

been picked thus f a r . " Opening of the b o l l s and picking have been 

re tarded , but p icking has been resumed with the supply of p ickers s t i l l 
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inadequate . Throughout the cotton sec t ion i t i s repor ted on the whole 

t h a t t he re has been a heavi ly increased movement of cot ton , but in 

D i s t r i c t No. 5 (Richmond) a tendency has developed toward the forming 

of a crop-holding movement. The number of b a l e s of cdt ton ginned p r i o r 

t o November 1 , 1920, i s Considerably l a r g e r than f o r the corresponding 

per iod l a s t year , t h e f i g u r e s being 7 # 4 7 1 , 3 5 2 ba les for I 9 2 0 and 6,305,054 

b a l e s f o r 1919* 

Rece ip ts of l i v e s to tk continue much l i g h t e r than l a s t year , and the 

downward t rend of l i v e - s t o c k p r i c e s i n genera l cont inues . Receipts of 

c a t t l e and ca lves a t 15 western markets during October were 1,628,564 head, 

corresponding t o an index number of 162, a s compared with 1,736,009 head 

dur ing September, corresponding t o an index number of 172, and 2,317,487 

head during October, 1919# corresponding t o an index number of 230, 

Receipts of hogs during October were 1,836,748 head, a s compared with 

1*597#622 head during September and 2,160,079 head during October, 1919, 

the r e spec t i ve index numbers being 84, 7 3 and 98. October r e c e i p t s of 

sheep were s l i g h t l y l e s s than during September, being 1, 865,330 head a s 

compared with 1,893,312 head, and 2,405,511 head during October, 1 9 1 9 , 

t he r e spec t ive index numbers being 1 3 6 , 1 3 9 , and 1 7 6 . In a l l markets of 

D i s t r i c t No. 10 (Kansas Ci ty ) , "with the exception of a heavy run of 

f eeder lambs from Utah and Nevada to Colorado and eas t e rn feed l o t s , t h e 

r e c e i p t s of l i v e stock have been l i g h t . " At Fort Worth, October r e c e i p t s 

of sheep s ince 1910 have not been as small a s they were t h i s year . Heavy 

runs of l i v e stock i n D i s t r i c t No. 9 (Minneapolis) a re ind ica ted frdm the 

West, and g ra s s fed c a t t l e predominated a t a l l t imes. The qua l i ty of 

c a t t l e received a t South S t . Paul i s repor ted a s the poores t f o r a number 
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of years* From tha t d i s t r i c t i t i s s ta ted t h a t " the demand fo r 

stock cars in the West has been very heavy, and ser ious complaint has 

been made of shortage i n some p l ace s . " All . l ive-stock p r i ce s , except 

lamb and mutton, declined i n tha t market in October and the decl ines 

continued i n t o November, Downward p r ice movements continued to 

f ea tu r e the course of t rade in D i s t r i c t No. 11 (Dal las) , although the 

market s teadied toward the end of the month. While the l imi ted supply 

of good corn f a t t e d k i l l e r s held p r i ces to the highest l e v e l s of the 

year i n D i s t r i c t No. 10 (Kansas City) , p r i c e s of a l l butcher grades 

were depressed during the ear ly p a r t of October, al though subsequently 

r i s i n g , and th# p r i ce of hogs reached the lowest f i gu re of the year . 

Live stock i n a l l sec t ions i s general ly reported i n exce l l en t condit ion. 

In D i s t r i c t No, 10 (Kansas City) "range and pas ture condi t ions continue 

b e t t e r than f o r some years past because of general r a i n s . " The 

abundant hay crop gives add i t i ona l promise of winter and spr ing feeding, 

but up to the presen t time l e s s stocks a re repor ted a s going to feed 

l o t s . In D i s t r i c t No, 11 (Dallas) the ranges in Arizona, New Mexico, 

the Panhandle, and southwest Texas show a general t r end toward 

improvement as a r e s u l t of heavy r a in s , anfl the stock water supply has 

been replenished. 
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In point of volume the movement of gra in to market has "been p r a c t i c a l l y 

the same as l a s t yea r , although the t o t a l crop i s l a r g e r t h i s yea r . In 

C a l i f o r n i a , however, the decreased acreage during the season j u s t pa s t 

has been considered as the cause of low receipts* together with the long 

threshing season due to heavy r a i n s , and the r e c e i p t s are below those of 

l a s t yea r . A f a c t o r in the present s i t u a t i o n has been the continued de-

creases in the p r i c e s of the various g ra ins . Thus in Minneapolis, No 1 

dark nor thern cash wheat was quoted on October 30 a t $2.13» to $2.17^ as 

compared wi th $2.35$ to $2*45^ on September 30. In D i s t r i c t No. 10 (Kansas 

City) the r e c e i p t s of wheat during October j While s l i g h t l y l a r g e r than l a s t 

year , showed a 20 per cent decrease from the heavy marketings in September. 

While t h i s i s a t t r i b u t e d l a rge ly to the drop i n p r i c e s , i t i s r e c a l l e d tha t 

the slump in wheat r e c e i p t s between September and October in 1919 was about 

40 pe r cent a t the markets of thase d i s t r i c t s . In Minneapolis t o t a l r e c e i p t s 

of a l l gra ins during October, amounting to 25,367,870 bushe l s , were 6 per 

cent l a r g e r than in September and about 17 per cent l a r g e r than i n October 

1919. Ind ica t ions point to a speeding up of the movement in the case of wheat 

and f l a x . Wheat r e c e i p t s during October were an increase of about 20 per 

cent over September, while r e c e i p t s of f l a x more than doubled. "A year 

ago the re was g rea t d i f f i c u l t y in securing r a i l r o a d equipment w i t h which 

to move the g r a i n . Complaints of d i f f i c u l t y in securing cars t h i s 
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year have "been few and. widely scattered.". The fo l lowing statement from 

D i s t r i c t No. 10 (Kansas City) f a i r l y charac te r izes the s i t u a t i o n throughout 

the g ra in "belt as a whole: "The r e p o r t s seem to i nd i ca t e t h a t a l a r g e r 

propor t ion than usual of farmers are holding wheat f o r marketing in the 

winter and spr ing or f o r higher p r i c e s , though i t i s apparent t ha t many 

farmers a re inc l ined to l e t as much of t h e i r wheat go a t p r e v a i l i n g p r i c e s as 

w i l l enable them to meet t h e i r f i n a n c i a l o b l i g a t i o n s . " 

Mi l l ing a c t i v i t y i n D i s t r i c t No, 10 (Kansas City) has decreased on ac-

count of the slow demand f o r f l o u r . Mil ls in tite d i s t r i c t operated a t 62 per 

cent of capaci ty during October, as agains t 86 per cetit iti October, 1919* 

Similar ly , m i l l s in D i s t r i c t No. 9 (Minneapolis) a re opera t ing a t about 50 

pe r cent of capaci ty , as agains t about 75 per cent l a s t year , although the 

output during the f i v e weeks ending October 30 was 25 per cent l a r g e r than 

during the f i v e weeks ending September 2$. Flour movements were l ikewise 

grea te r in October than i n September, a l thou^i considerably l e s s than during 

October, 1919» Combined shipments from Minneapolis and Duluth during October 

were 2,378,773 b a r r e l s , as compared with 1,834,189 b a r r e l s during Septeiribefr 

and 3,^81,899 b a r r e l s during October, 1919* Fluc tua t ions in wheat p r i c e s a t 

Kansas City had a somewhat depressing e f f e c t on mi l l i ng a c t i v i t y . Heavy 

purchasing of f l o u r was absent , even though p r i c e s were weaker, hu t the re 

was a s l i g h t improvement a t the end of the month. Flour p r i c e s have general ly 

followed the t rend of the wheat market, ha rd wheat pa ten t s onNovember 6 being 

quoted a t Kansas City a t $10.50 to $10.70, as aga ins t $11.30 to $11.45 on 

October 2. Business i n S t . Louis i s of a hand-to-mouth s o r t , p a r t i c u l a r l y 

i n the south. Mil l opera t ion i n the d i s t r i c t from the middle of October on 

ranged from 40 to 5 0 per cent of capac i ty . 

"The dominant f e a t u r e of the bituminous coal bus iness" s t a t e s the r epor t 

from D i s t r i c t No. 3 (Ph i l ade lph ia ) , " i s the f a c t t h a t the s i t u a t i o n has turn-

ed, wi th r a t h e r s t a r t l i n g r a p i d i t y , from a problem of product ion and t r a n s -
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p o r t a t i o n to a quest ion of markets ." P r i ce s are dec l in ing , the curtai lment of 

i n d u s t r i a l a c t i v i t y in seme indus t r i e s has cut down consumption, and the de-

mand f o r expor t tonnage has f a l l e n off considerably. Production i n general 

has been well maintained throughout the country, amounting to 50.744,000 tons 

during October, as aga ins t 51.093,000 tons in September and 56,243,000 tons 

in October, 1919, the respec t ive index numbers being 137, 138, and 152. In 

sp i te of the several hol idays during No venter , product ion i s general continues 

a t a high, l e v e l . The r epo r t s to the United S t a t e s Geological Survey of l o s s 

of time to account of absence of market, however, ind ica ted r e c e n t l y tha t "in 

general i t may s t i l l be sa id tha t the market i s s u f f i c i e n t l y ac t ive to absorb 

a l l the coal o f f e r e d f o r shipment," the only l o s se s from t h i s cause being west 
of the Miss i s s ipp i . From Kansas City i t i s s t a t e d t h a t while the demand for 

steam coal has sof tened to some ex ten t since September, there has been no 

r a d i c a l change i n p r i c e s . In Alabama product ion has s t e a d i l y increased i n 

sp i t e of the f a c t t h a t the s t r i k e i s s t i l l on i n t h a t f i e l d , and production 

i s now only 25,000 tons under the usual o u t p i t . The p r i c e of coke, both f u r -

nace and foundry, has f a l l e n g r e a t l y . The market i s cha rac te r i zed from Dis-

t r i c t No. 3 (Phi lade lphia ) as "s luggish ," and production i n D i s t r i c t No. 4 

(Cleveland) has f a l l e n off somevAiat. From D i s t r i c t No. 6 (At lan ta ) , however, 

i t i s s t a t e d t h a t p r i c e s "show but l i t t l e change." Production of an th rac i t e 

coal during October amounted to 7,645,000 tons, corresponding to an index 

number of 103, as compared with 5,125,000 tons during September and 8,459,000 

tone during October, 1919. the respec t ive index numbers being 6 9 and 114. 

Ihere was a much sharrer decrease in output a t the opening of November 
than i n the case of bituminous coal . Production to date i s 3,750,000 
tons l e s s than l a s t year , although p r i o r to the s t r i k e i t was 200,000 tons 
ahead-of the output f o r the corresponding period of the previous year . 
A no t iceab le r e tu rn to the an th rac i t e mines of men who had d r i f t e d in to 
o ther i n d u s t r i e s i s repor ted from D i s t r i c t Nb. 3 (Ph i l ade lph ia ) . Trade 
sources s t a t e t h a t independent opera tors s t i l l ob ta in "fancy p r i c e s . " With 
respec t to the s i t u a t i o n regarding f u e l f o r domestic use , householders ' b in 8 

i n D i s t r i c t No, 8 (S t . Louis) are r s p i d l y being f i l l e d , while i n D i s t r i c t 
No. 5 (Richmond) there appears to be p l en ty of coal ava i l ab le f o r houses, 
although publ ic u t i l i t i e s a re opera t ing on narrow margins. Digitized for FRASER 
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In D i s t r i c t No. 10 (Kansas City) i t i s reported tha t unce r t a in ty was f e l t 

during October concerning the p i l eea of re f ined petroleum products . The 

demand f o r f u e l o i l from f a c t o r i e s and steam p lan t s i s inc reas ing , while 

the recen t slump in the demand f o r kerosene i s giving way under a s t ronger 

domestic demaed f o r use in hea t ing s toves . Gasoline i s showing weakness 

because of l a rge s tocks l a i d in before the recent change in f r e i g h t r a t e s 

and a d i s p o s i t i o n an the p a r t of c e r t a i n r e f i n e r s to make p r i c e s which w i l l 

move gaso l ine , r a t h e r than to bold i t i n s tock. The retti . i l tank s t a t i o n 

"business t h i s year to date i s reported as about ko pe r cent l a r g e r than 

l a s t year in the D i s t r i c t . Apprehension i s a lso r e f l e c t ed among operators 

and r e f i n e r s over l ack of i n t e r e s t i n prospecting new f i e l d s , causing a 

l u l l i n developments, although stocks a re now increas ing s l i g h t l y . Produc-

t i o n i n Oklahoma and Kansas during October was 12,768,125 b a r r e l s , as 

compared wi th 12,023,250 b a r r e l s during September. Production i n D i s t r i c t 

No. 11 (Dal las) during October was 12,2£0,197 b a r r e l s , an increase of 

790,687 b a r r e l s over the f i g u r e f o r September. "A marked improvement in 
not iceable 

d r i l l i n g r e s u l t s was a f ea tu r e in the D i s t r i c t ' s o i l Indus t ry" , 

Wells completed during October in D i s t r i c t No. 10 (Kansas City) numbered 

1,060, with a da i ly production of 95,738 b a r r e l s , as compared with 1,048 

wel l s i n September, showing a d a i l y production of 33,917 b a r r e l s . 

In the face of f a l l i n g p r i ces and dec l in ing demand, production of i ron 

end s t e e l has been f u r t h e r c u r t a i l e d . These tendencies have been no t i ceab le , 

in p a r t i c u l a r i n the case of the independent producers . Many companies have 

recen t ly been ope ra t i ing a t about $0 to 75 pe r cent of capac i ty , while some 

p l an t s of spec i a l cha rac t e r , such as those producing m a t e r i a l required by 

the automobile indus t ry , a re on an even lower b a s i s . At the c lose of 

October 28 more furnaces were i d l e than a t the opening of the month, and 

t h i s has been cons iderab ly increased during November. Consumers are 
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h e s i t a n t , and operate on a hand-to-mouth b a s i s . Spec i f i ca t ions on e x i s t -

ing c o n t r a c t s at® more s lugg i sh . Pr ices of p ig i ron have dec l ined , "being 

c lo se ly r e l a t e d t o the dec l ine i n the p r i ce cf coke. Lower p r i ces are 

reported i n the warehouse s t e e l market. There has been a tendency to 

reduce the spread between quotat ions of independent m i l l s and the minimum 

schedule. Exceptions are tubular goods, f o r which there i s a heavy demand, 

and wire produc ts , which are l e s s ac t ive but are holding f i r m . A not iceable 

decrease i n the demand f o r wire rope dur ing the pas t f o u r weeks i s repor ted 

from D i s t r i c t No. 3 (Ph i l ade lph ia ) , due to a f a l l i n g off i n d r i l l i n g operas 

t i o n s , and the condi t ion of the lumber indust ry in the Northwest. I n t e r e s t 

has centered recen t ly in the announcement of the leading i n t e r e s t t ha t no 

changes would be made i n i t s minimum quotat ions under p resen t cond i t ions , 

and the announcements by leading independents of p r i c e s based on the mini-

mum schedule. S t ruc tu ra l s t e e l orders during October were only 25§ pe r 

cent of capac i ty , and were the smallest since Apr i l , 1919• Conditions in 

the indust ry are r e f l e c t e d in the decl ine i n the u n f i l l e d orders of the 

United Sta tes S t ee l Corporation * which iamounted to 91£$36,652 tons a t the 

close of October, corresponding to an index nunfoer of 187, as compared with 

10,374,804 tons a t the c lose of September, corresponding to an index number 

of 197* Both p i g - i r o n and s t e e l - i n g o t production, during October, however, 

were g r e a t e r than during September, d a i l y p i g - i r o n production be ing some-

what l a r g e r and d a i l y s t e e l - i n g o t production sonewhat smal ler . The f i gu re 

in the case of p ig i ron was 3,278,10% tons , as compared wi th 3,129,323 

dtiring September, the respect ive index numbers being l 4 l and 135* A l e s s e r 

Increase was remarked in the case of s t e e l ingots produced, r i s i n g from 

2,999,551 tons i n September to 3,015,982 tons in October, corresponding 

to index numbers of 124 and 125, r e spec t i ve ly . 
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The nonferrous-metal i ndus t r i e s are a lso pass ing through a per iod 

of small demand and dec l in ing p r i c e s . Stocks of copper a re reported large , 

and there has been cur ta i lment of output by producers . Output of the metal 

in D i s t r i c t No. 9 (Minneapolis) during October, according to repor ts from 

companies producing about 7? per cent of the t o t a l output of the D i s t r i c t , 

was 9U. per cent of the September f i g u r e and 67 per cent of t h a t in October, 

1919* I t i s s t a t e d tha t a decrease in export demand has a f f e c t e d the 

volume of product ion. Copper product ion i n D i s t r i c t No. 12 (San Francisco) 

i s about 60 per cent of normal, c e r t a i n mines i n Arizona having - ceased 

operations and others c u r t a i l e d output . Lead has genera l ly been bel ieved 

to be in a somewhat b e t t e r p o s i t i o n than e i t h e r zinc or copper. 

Producers in the J o p l i n d i s t r i c t shut down t h e i r mi l l s during the l a s t 

two weeks of October, the shutdown being the most complete ever attempted 

in the d i s t r i c t . Reports s t a t e tha t i t i s intended to run only th ree 

days a week, and as a r e s u l t to do away with the large surplus s tock 
s ince 

maintained i n the d i s t r i c t / l a s t year . 
in 

The depress ion/ the t e x t i l e i ndus t r i e s continues t o manifes t i t s e l f 

in f u r t h e r shutdowns and more extensive cur ta i lments of working time* 

I t i s d i f f i c u l t , to est imate the percentage of capac i ty i n opera t ion , 

as m i l l s are working not only below capac i ty brat on p a r t time and 

some are closed f o r i n d e f i n i t e p e r i o d s . One. large New Bedford 

cot ton mi l l r epo r t s operat ions a t only 20 per eent of capaci ty , 

another at 44 per cen t , while one of the largest, Lowell corporat ions 
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i s running 60 pe r cent of i t s machinery f o r f o u r days a week 

and a large Maine m i l l i s using 75 per cent of i t s machinery 

a t one-half to two-thirds time. General est imates indica te 

tha t the cot ton mi l l s in D i s t r i c t No. 1 (Boston) are operating 

fro® 30 per vent to 40 per cent of capaci ty and even so aie 

manufac tu r ing l a rge ly f o r stock instead of being engaged upon 

cur ren t orders- The United Sta tes Census reports tha t the 

amount of sot ton consumed i n the s ix New England Sta tes ir. 

October was l j ) , l 4 o h a l e s , or 15.302 bales l e s s than in 

September. The amount of cot ton held in mi l l s a t the c lose of 

the month was 4-63>3^9 ba les , or 63,084 less than reported 

f o r September, In D i s t r i c t No. 5 (Richmond) jobbers and 

r e t a i l e r s are said to be buying p r a c t i c a l l y nothing. 

Cotton middling i s s e l l i n g a t 17 cents on the markets of 

North and South Carolina, In D i s t r i c t No. 3 (Phi ladelphia) 

no change i n the ©ctton-yarn s i t ua t i on during the month has 

occurred. Apparently there i s not s u f f i c i e n t buying demand 

t o e s t a b l i s h a market. 
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D i s t r i c t No. 1 (Boston) s t a t e s t ha t there i s p r a c t i c a l l y no demand 

f o r raw wool and consequently no s t a b i l i z a t i o n of pr ices* South American 

wools a re somewhere around pre-war l e v e l s ; domestic wools, although showing 

sharp dec l ines from the peak p r i c e s , a re never theless wel l above prewar 

l e v e l s . Curtailment of production p e r s i s t s in woolen m i l l s as* in o the r 

t e x t i l e l ines* I t i s sa id , however, t h a t a c e r t a i n amount of buying has 

r ecen t ly been done by woolen m i l l s i n D i s t r i c t No- 1 (Boston), al though 

there i s as yet no ind ica t ion of renewed a c t i v i t y . D i s t r i c t No. 3 (Philsu-

delphia) a s s e r t s t h a t demand f o r woolen yarns i s v i r t u a l l y nonexis ten t , 

Reporting f i rms a re e i t h e r closed or operat ing a t reduced capaci ty , the 

maximum f o r any repor t ing concern being 57 per cent of capaci ty , The goods 

a re being produced c h i e f l y f o r s tock. 

In underwear l i n e s the s i t u a t i o n i s similar* D i s t r i c t No* 3 (Phi la -

delphia) says: " I t i s doubtful whether more than 25 per cent of the pro-

ductive capaci ty of the m i l l s in t h i s D i s t r i c t i s now being mainta ined." 

S t a t i s t i c s received from 30 repor t ing m i l l s bear out t h i s s tatement, as 

the value of the products manufactured by these m i l l s f e l l 12.8 pe r cent 

during October as compared wi th September, while the l a t t e r month w i t -

nessed a decl ine of 27,5 per cent from August t o t a l s . The value of the 
-in October 

output was 42,1 per cent l e s s than/a year ago. Unf i l l ed orders a t the end 

of the month were 71.2 per cent below the f i g u r e s f o r a year ago, whereas 

a t the end of September they were 47,6 per cent below the amount f o r the 

corresponding month of the preceding y e a r . There were no records of orders 

booked during the month, and those a l ready placed have been canceled to a 

grea t e x t e n t . P r i ce r ev i s ions ear ly in October were without e f f e c t and 

were d iscont inued. Carpet and rug manufacturers in D i s t r i c t No. 3 (Phi la -

de lphia) are a l so faced wi th a s imi lar s i t u a t i o n - n e g l i g i b l e cur ren t orders 

and ex tens ive cance l l a t ions of those a l ready placed. Many of these m i l l s 
a r e clo sed while a few a r e running a t anywhere from 25 to 75% of capacity* Digitized for FRASER 
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Repor t j received d i r e c t l y from 3S hosiery f i rms in D i s t r i c t No. 3 (Phi la -

delphia) which s e l l to the wholesale t rade show a dec l ine of 69 per cent in 

the s e l l i n g value of goods manufactured during the month of October a s com-

pared. wi th October; 1919, while the value of f i n i shed products on hand a t the 

end of the month i s 98.2 per cent g rea te r than a year ago, even a t present 

s e l l i n g p r i c e s . Unf i l l ed orders on hand ( s e l l i n g p r i ce ) a t the end of the 

month show a diminution of 85,1 per cent as compared wi th October, 1919, and 

of 47.2 per cent a s compared wi th the preceding month. Orders, are said to 

cons is t p r i n c i p a l l y of requests f o r a few numbers to f i l l i n broken l i n e s . 

Operations are a t a low ebb and there are many complete shut-downs. Seven 

hosiery f i rms s e l l i n g to the r e t a i l t rade show reduct ions in value of output 

of 50.4 per cent as compared wi th 46.1 per cent i n the value df f i n i s h e d pro-

ducts on hand a t the end of the month, while u n f i l l e d o rders (a t the end of 

the month) were 71,8 pe r cent l e s s than in September. S t a t i s t i c s of u n f i l l e d 

o rders f o r October a year ago are not ava i l ab le but the reduct ion i n September 

orders a t the end of the month as compared with September, 1919, was 71.6 

per cent* 

Reports covering the month of October have been received from 33 f i rms 

belonging to the National Associat ion of F in i she r s of Qotton Fab r i c s . The 

t o t a l number of f i n i s h e d yards b i l l e d during the month including white goods, 

dyed goods and p r i n t e d f a b r i c s amounted to 46,233,000 yaras as compared wi th 

58,670,000 yards repor ted by the same f i rms f o r September. The average % of 

capaci ty in ope ra t ion f o r a l l repor t ing d i s t r i c t s was 33$, but in D i s t r i c t 

No. 1 (Boston) and No. 2 (New York) the r e t u r n s averaged only 26sl and 27$ 

r e s p e c t i v e l y . In D i s t r i c t No. 3 (Ph i l ade lph ia ) , the average rose to 53$. The 

t o t a l average mznber of days of work ahead f o r a l l r epo r t i ng d i s t r i c t s a t the 

end of October amounted to 4 .4 days as compared w i t h 6 .9 days a t the end of 

September. D i s t r i c t No. 1 (Boston) repor ted an average of 2.6 days of work Digitized for FRASER 
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ahead; D i s t r i c t No* 2 (New York) an average of 5 days, and D i s t r i c t No. 3 

(Ph i l ade lph ia ) , an average of 6 .6 days. 

Twenty seven rep resen ta t ive m i l l s repor t ing to the Associa t ion of Knit 

Goods Manufacturers had u n f i l l e d o rders amounting to 137,685 dozen a t the 

beginning of October as compared wi th 340,444 dozen on the f i r s t of September, 

Production during October t o t a l l e d 159,124 dozen whereas 250,316 dozen were 

manufactured in September. Shipments were 113,446 dozen in October; 228,089 

dozen i n September, while cance l la t ions amounted to 25,668 dozen and 26,089 

dozen respect ive ly* 

Thus f a r there have been no ind ica t ions of rev iva l in the s i l k indus t ry . 

The f a c t t h a t t h i s i s normally a dul l per iod of the year , together wi th un-

c e r t a i n t y as to the outcome of the at tempts of the Japanese Government to 

s t a b i l i z e p r i c e s , a re mentioned as f a c t o r s tha t contr ibute to s tagnat ion . 

Pr ices of raw s i l k i n New York are said to be about the same as the minimum, 

es t ab l i shed in Japan, Shinshu No. 1 s e l l i n g f o r about $6.25 per pound, 'Stocks 

in loca l warehouses a re said to amount to about 50,000 b a l e s . D i s t r i c t No. 2 

(New York) says tha t a t Paterson, N» J . , during the week ending November 8, a 

t o t a l of only 90,920 loom hours was achieved, or 8,6 per cent of the maximum 

poss ib le on the b a s i s of a 44—hour week. Brads t ree t s announces tha t there 

have been 126 f a i l u r e s of small concerns i n Paterson, while about 150 p l an t s 

a re c losed . 

Manufacturers of men's c lothing have announced reduct ions varying from 

33 per cent to 50 per cent in the p r ice of winter c lo th ing , Rochester manu-

f a c t u r e r s have shown spr ing l i n e s a t p r i c e s 25 per cent to 33 per cent below 

those f o r the f a l l and win te r , but so f a r few orders have been placed. As 

makers of women's s u i t s and dresses have no surplus s tocks, p r i c e s have not 

been reduced to the same e x t e n t . 

In the l e a t h e r indus t ry few changes have occurred during the month. No 
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l a rge o rde r s f o r f u t u r e de l ivery are being placed, c h i e f l y "because of the lack 

of demand from boot and shoe manufacturers . In consequence, quotat ions f o r 

h ides and skins continue to drop. Kansas City quotat ions on hides a re bele'e. 

the 1911-1914 average, while ce r t a in grades of hides are a t the lowest l eve l 

reached since 1905. On November 12 No. 1 wet sa l ted h ides sold i n St .Louis 

a t 7 cents per pound, a s compared wi th 9 cents & month ago and 41 cents in 1919, 

According to the repor t from D i s t r i c t No. 1 (Boston), however, several l a rge 

tanning concerns have recent ly entered the market and are s t a t ed to have 

bought considerable q u a n t i t i e s of raw stock. Tanneries i n D i s t r i c t No. 3 

(Phi ladelphia) a re being worked a t g rea t ly reduced capaci ty o r e l se a re closed 

down. 

In D i s t r i c t No< 1 (Boston) the boot and shoe industry i s said to be not 

over 50 per cent normal, and al though repor t s from a major i ty of concerns making 

re tu rns show orders somewhat l a r g e r than a month ago, they are p r i n c i p a l l y f o r 

immediate s a l e , In D i s t r i c t No. 3 (Philadelphia) the s i t u a t i o n i s about the 

same. D i s t r i c t No. 8 (St .Louis) says tha t shipments of boots and shoes in 

October and during the f i r s t ha l f of November, were close to a year ago, but 

new business had decl ined anywhere from 40 per cent to 75 per cent , as compared 

wi th a year ago, and f a c t o r y output had been reduced from 55 per cent to 40 

per cen t . There i s considerable complaint of re turns and cance l l a t i ons . 
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Fur ther recess ions i n wholesale t rade are shown "by the s t a t i s t i c s compiled 

from the r e tu rn s made "by f i rms in e ight of the twelve Federa l Reserve D i s t r i c t s . 

As compared wi th October a year ago, the dec l ines on the whole are much more 

general and much more pronounced, except i n the case of hardware and drugs# 

But even in hardware l i n e s recessions have occurred i n d i s t r i c t s No, 6 (Atlanta) 

and No. 12 (San Franc i sco) , amounting to 6 ,8 per cent w i th 9 f i rms repor t ing 

i n D i s t r i c t No. 6 (Atlanta) and 4 .4 per cent wi th 23 f i rms repor t ing i n Dis t r ic* 

No. 12 (San Franc i sco) . On the o ther hand, increases in hardware sa les reported 

by D i s t r i c t s No. 3 (Phi lade lphia) , No. 4 (Cleveland), and No, 5 (Richmond) are 

s l i g h t ad compared wi th r e tu rns f o r a year ago, whereas in September they were 

considerably i n excess of the sa les f o r the same month of the preceding year . 

In wholesale grocer ies a l l repor t ing d i s t r i c t s except D i s t r i c t No, 12 

(SariFrancisco), show dec l ines in October sa les as compared wi th October 1919, 

while in the month of September only one d i s t r i c t (Dal las) , repor ted dec l ines 

as compared wi th September, 1919. In D i s t r i c t No. 3 (Phi ladelphia) 20 wholesale 

hardware dea le r s repor t a neg l ig ib l e decrease in the volume of ne t s a l e s as 

compared w i t h September, but sa les are s t i l l 6 .7 per cent above October, 1919. 

Total p r i c e s have not changed g rea t l y , but co l l ec t ions a re somewhat slower. 

Reports from 50 wholesale grocery f i rms in D i s t r i c t No. 3 (Phi ladelphia) show 

ne t sa les to be 11.1 per cent l e s s than i n September and 11.2 per cent l e s s thai 

f o r October, 1919. I t i s s t a t ed tha t dec l ines are general and are not. confined 

to a l im i t ed number of es tabl ishments . In D i s t r i c t No. 4 (Cleveland) decl ines 

in the volume of ne t sa les of wholesale dry goods f i rms (4 f i rms repor t ing) and 

wholesale grocery f i rms (3 f i rms repor t ing) as compared wi th a y.ear ago amount 

to 27.5 per cent and 10 .8 per cent , r e spec t ive ly , while hardware sa les have 

been maintained, being 2 per cent i n excess of the l e v e l s of 1919. In D i s t r i c t 

No. 5 (Richmond) decreases have been e spec ia l ly heavy i n wholesale dry goods, 

s a l e s being 40,5 per cent below September s a l e s "and 47.4 per cent below sa les 

f o r October, 1919. Wholesale shoe l i n e s , w i t h 8 f i rms r epo r t i ng , show dec l ines 
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of 16.3 per cent as compared wi th September and. of 36,3 per cent as compared 

wi th a year ago. In f u r n i t u r e l i n e s , howevef j increases of 7 ,5 per cent and 

13.2 per cen t , r e spec t ive ly , are recorded f o r 4 f i r m s . Col lec t ions are r e -

ported to "be about as s a t i s f a c t o r y as they were a month ago. In D i s t r i c t No, 6 

(Atlanta) a dec l ine has occurred in a l l four l i n e s f o r which repor t s are r e -

ceived, namely, g roce r i e s , dry goods, hardware, and shoes, not only as compared 

wi th the preceding month, but also as compared wi th October 1919, The average 

dec l ines in sa l e s of wholesale shoe f i rms dropped 36.4 per cent from the p r e -

ceding month and 32 per cent from the t o t a l s of a year ago. while the dec l ines 

f o r wholesale dry goods dropped 38,8 per cent and 46-2 per cent , r e spec t ive ly . 

In g roce r ies the decl ine was s l i g h t as compared wi th September, being only 

1 . 3 per cent , but amounting to 26.1 per cent as compared wi th October, 1919. 

There i s sa id to be l i t t l e buying f o r spring requirements i n any l i n e repor t ing . 

In D i s t r i c t No, 7 (Chicago) dec l ines are recorded as compared wi th October, 1919 

f o r dry goods, shoes and g roce r i e s , amounting to 34 per cent f o r dry goods# 13 

f i rms repor t ing , 32.6 per cent f o r shoes, 9 f i rms repor t ing , and 15.2 per cent 

f o r g r o c e r i e s , 25 f i rms repor t ing . In D i s t r i c t No. 10 (Kansas City) reduct ions 

i n the volume of sa l e s f o r repor t ing grocery, hardware, and f u r n i t u r e concerns 

a re found bo th as compared wi th October, 1919, and wi th the preceding month. 

In D i s t r i c t No. 12 (San Francisco) a l l r epor t ing l i n e s showed dec l ines i n net 

s a l e s , as compared wi th September, the dec l ines being g r e a t e s t in automobile 

- t i r e s and dry goods, amounting to 18.8 per cent and 17.5 per cent , r e spec t ive ly , 

while in wholesale drugs and grocer ies the dec l ines were only 1 ,3 per cent and 

2 .3 per c e n t . On the o ther hand, although sa les as compared wi th the preceding 

year were l e s s i n automobile t i r e s , shoes, dry goods, hardware, and f u r n i t u r e 

l i n e s , inc reases were repor ted i n s t a t i o n e r y , drug, and grocery l i n e s , amounting 

to 21.9 per cent in the case of s t a t i o n e r y , 12 per cent i n drugs, and 9 .6 per 

cent i n g r o c e r i e s . Current u n f i l l e d o rders a re repor ted to be ranch smaller 
j i n the s t a t i o n e r y bus iness . 
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adapted to neace condi t ions; but no matter what the course of l e g i s l a t i o n 
' " V : , 

wi l l be , the so lu t ion of our economic and f i n a n c i a l problems wi l l depend 

mainly upon individual e f f o r t , and c a l l s f o r good judgment and forbearance, 

s e l f - r e l i a n c e and cooperation, and a d i sp lay of courage and optimism, which, 

a f t e r a l l , i s r e a l l y j u s t i f i e d by fundamental condi t ions . 
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In r e t a i l t rade the "reduct ion sa les" which were prominent i n some 

d i s t r i c t s during September became somewhat general during October, but i n 

some sec t ions these s a l e s a re s t i l l " spot ty" . Cold weather in most sec t ions 

has s t imulated the buying of c lothing but in general the usual seasonal 

demand i s s t i l l l ack ing . There i s general ly reported a decided determination 

on the p a r t of the pub l ic to wait u n t i l p r i c e s come down, and t h i s i s charac t -

e r ized by some as a "consumer^1 s t r i k e " . Stores general ly are reducing stocks 

and making no at tempts to r ep len i sh them. Outstanding o rde r s are dec l in ing , 

and r e t a i l e r s are order ing only what i s needed to meet day-to-day requirements. 

While p r i c e s are slowly but general ly decl in ing, i t i s s t i l l . f e l t tha t 

present dec l ines have not pa ra l l e l ed dec l ines in wholesale p r i c e s . "Shoppers" 

are confining buying to n e c e s s i t i e s and s t ap l e s . There i s a tendency f o r r e -

t a i l e r s , according to the major i ty of r e p o r t s , to endeavor to r e a l i z e on goods 

a t as near the present l eve l of p r i ce s as poss ib le . The holiday t rade i s 

genera l ly expected to move a considerable p a r t of the present s tocks. The 

volume of t rade in general has been b e t t e r maintained in the case of depa r t -

ment s t o r e s than in the case of s to res deal ing in specia l commodities only . 

The volume of t rade during October as-compared wi th October, 1919, d i f f e r s 

somewhat in the d i f f e r e n t H i s t r i c t s . In D i s t r i c t No. 1 (Boston) there i s no 

change, but in D i s t r i c t No. 2 (Mew York) i t has increased, and l ikewise in 

D i s t r i c t No. 6 (At lan ta ) , wi th the exception of the c i t y of At lan ta . In 

D i s t r i c t No. 10 (Kansas City) a decrease of 1.03 per cent i s shown, and in 

D i s t r i c t No. 9 (Minneapolis) a decrease of 3 .2 per cen t , while i n D i s t r i c t No. 11 

(Dallas) the increase i s roughly 16 per cent , and in D i s t r i c t No. 12 (SanFraix-

c i s co ) , 8 .2 per c en t . 
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October and. e a r l y November price? changes were more general and 

extreme than f o r any other period since the readjustment i n p r i ce s 

commenced. The Board's index number reg i s te red 208 in October as 

compared with 264 i n May, when p r i ces were a t t h e i r peak, and 226 

in September. The r ad i ca l change between September and October was 

due to the weakening in i ron and s t e e l p r i c e s , which had previously 

remained f i rm, and the more extreme revis ions in c e r e a l , t e x t i l e , 

lumber, and non-fer rous metals primes. By November 20 reductions had 

been made in bituminous coal p r i c e s , and here and there cement, b r i c k , 

and paper showed signs of weakening.- I n s t a b i l i t y of p r i ce was marked 

in p r a c t i c a l l y a l l commodities during t h i s pe r iod . Even i n those in-

d u s t r i e s where large reductions had been made e a r l i e r i n the year there 

was apparent ly l i t t l e confidence in ex i s t i ng va lues . Where the r e -

v i s i o n i n p r i c e s has only j u s t begun t h i s f e e l i n g of uncer ta in ty i s 

equa l ly p reva len t . I ndus t r i a l i n a c t i v i t y accounts i n large measure 

f o r the rev i s ions in coa l , i ron and s t e e l , and other metal p r i c e s . 

The dec l ine in export t r a d e s - i s a t l e a s t in pa r t responsible f o r the 

f a l l i n p r i c e s of c e r e a l s , meats, co t ton , lumber, and copper. Surplus 

stocks i n such l ines as wool and copper have helped t o b r ing about 

the rev is ions in these commodities. 

Although a l l r epor t s ind ica te that r e t a i l p r i ces in p a r t i c u l a r 

l i ne s have been cu t , i t i s general ly admitted t h a t rev i s ions have not 

been made on the sans scale as in wholesale t r a d e . 

So f a r there i s no evidence of a r ev iva l of a c t i v i t y in the lumber 

i ndus t ry , as con t r ac t s continue to f a l l off and new orders t o dec l ine i n 

volume, desp i t e p r i ce recess ions . In D i s t r i c t Ho. 1 (Boston) some 

lumber mi l l s have closed down e n t i r e l y and cur ta i lments are general 
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in the absence of demand.. P r i c e s are sa id to be from 25 pe r cen t 

t o 40 pe r cen t below previous l e v e l s . In D i s t r i c t No. 6 (At lan ta ) 

a number of m i l l s a re c losed , shipments, are exceeding orders and 

produc t ion , and s tocks are be ing reduced in consequence. The l 4 j 

m i l l s belonging to the Southern Pine Associa t ion r e p o r t i n g from 

D i s t r i c t No, 6 (At lanta) have a normal weekly product ion of 

90,837.000 f e e t , b u t the output f o r the week ending October 29 

was only 58,665,000 f e e t or 35*^ per cent below normal, while ship-

ments amounted to 60,939.000 f e e t and o rde r s , 44,673.000 f e e t . 

D i s t r i c t No. 8 ( S t . Louis) es t imated on the b a s i s of d a t a on hand 

tha t 50 pe r cent of the m i l l s in the Miss i s s ipp i Val ley had c losed . 

The market f o r hardwood was reported to be i n a c t i v e and t he r e was a 

g r e a t spread i n p r i c e s f o r yellow p ine . I n D i s t r i c t No. 9 (Minneap-

o l i s ) s p e c i a l r epo r t s from 13 lumber manufacturers g iv ing c u t , s tocks 
show t h a t lumber cut and shipments 

and shipments/dec l ined while s tocks increased . There has been a 

marked decrease in u n f i l l e d o rde r s . The combined s t a t i s t i c s (given 

<n thousands of board f e e t ) are as fo l l ows : 

:Per cent Per cent 
Oetober September : October October October 1920 

: of 1919 of 
: September 

"237986 ' 
October 1919_. 

Lumber cu t 23,882 24,853 : 9 8 . 1 "237986 ' 99-5 
Stocks 154,622 141,431 : ICO.2 134,478 115.0 
Shipments 11,260 16,602 : 67.8 28,338 1 9 - 7 

Thi r ty- two r epor t ing m i l l s i n D i s t r i c t No, 11 (Dal las) belong-

ing to the Southern Pine Associa t ion , which have a noriral weekly out-

put of 20,116,000 f e e t , reported an average weekly cut of only 

12,058,000 f e e t f o r the four-week pe r iod ending October 29, and 

shipments amounting to 11,982,000. U n f i l l e d orders amounted to 
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s l i g h t l y more than two weeks' normal production, or 43,101,000 f e e t . 

Reports from the f o u r assoc ia t ions of lumber producers in D i s t r i c t 

No, 12 (San Francisco) show continued i n a c t i v i t y i n the indus t ry . I t 

i s s ta ted tha t r a i l r o a d buying, p r i n c i p a l l y of t i e s , and C a l i f o r n i a 

requirements cons t i tu t ed the p r i n c i p a l items f o r northwestern lunfcer. 

Figures of cu t , shipments, and orders ( in thousands of board f e e t ) of 

the assoc ia ted mi l l s in D i s t r i c t No. 12 (San Francisco) were as fo l lows: 

West Coast Lumbermen's 
Association 

Western Pine Manufacturers ' 
Associat ion 

Four 
weeks 
ending 

Oct. 23. 

Preceding 
fou r weeks 

Four 
weeks 
ending 

Oct. 23 

Preceding 
fou r weeks 

Ave rage number 
120. 123 36 32 

Cut 
Shipments 
Orders 

274,685 
235,356 
213,315 

286i4to 
233,220 
202,008 

103,806 
53,745 
32,625 

102,763 
65,340 
33,075 

Ca l i fo rn i a White and Sugar 
Pine Manufacturers 1 

Association 

C a l i f o r n i a Redwood 
Association 

Four 
weeks 
ending 

Oct. 21 

Preceding 
four weeks 

Four 
weeks 
ending 

Oct. 23 

Preceding 
f a i r weeks 

Average number 8 8 10 10 
Cut , 
Shipments 
Orders 

)%,821 
14,336 
9,185 

43,529 
17,113 
12.789 

24,906 
16,059 
22 , 605 

26,029 
17,626 
19,388 
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Furn i tu re f a c t o r i e s in D i s t r i c t No, 5 (Richmond.) are 

r e c e i v i n g few o r d e r s . They are e i t h e r shut down or running 

below normal, while i n D i s t r i c t No. 8 ( S t . Louis) buying i s 

confined almost exc lus ive ly t o buying f o r immediate u s e . 

Jobbers and r e t a i l e r s are p lac ing no orders f o r s tock . 

As might be surmised from the l ack of demand f o r lumber 

and o ther bu i ld ing m a t e r i a l s , f u r t h e r general dec l ines in 

b u i l d i n g a c t i v i t y are noted i n October. In D i s t r i c t No. 1 

(Boston), with the exception of Har t fo rd , Manchester, (New 

Hampshire), and Fi tchburg, a l l 12 r epor t ing . c i t i e s show de-

creases in the value of permits issued as compared wi th 

October, 1$1$, Exceptional cons t ruc t i on work in Har t ford 

and Manchester ra i sed the t o t a l va lua t i on , however, above 

the f i g u r e s f o r the same month l a s t yea r . Appl ica t ions f o r 

bu i ld ing permi t s , including a l t e r a t i o n s and r e p a i r s , i n 36 

c i t i e s in Massachusetts were 27-3 P e r cent l e s s in October 

than in September, f a l l i n g from $6,269,000 to $4,558,000. 

In D i s t r i c t No. 2 (New York) c o n t r a c t s f o r b u i l d i n g s , as 

repor ted by the F. W. Dodge Co. f o r New York S ta te and 

nor the rn New J e r s e y , amounted to $49,207,000 in October, 

as compared with #591818,000' in September* 
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D i s t r i c t No, 3 (Phi ladelphia) r epor t s t ha t the t o t a l number of permits 

issued amounted to 2,310 i n October, as compared wi th 1,190 f o r the 

same month a year ago. Estimated cost of const ruct ion was $4,SOU,735 

in October, 1920, and $8, 246, 000 in October, I g l g . In Phi ladelphia the 

value of bu i ld ing permits was $4, 840,000 in October, 191°> and $2,590> 000 

in October of t h i s year , InDis t r i c t No. 4 (Cleveland) bui lding permits 

fo r new cons t ruc t ion amounted to 479 in nvmber, with a t o t a l value of 

$6,028, 000, i n October, 1920, whereas 2,536 permits were issued i n 

October, 1919>? with a t o t a l value of $13,869,000. Permits f o r r e p a i r s 

and a l t e r a t i o n s were s l i g h t l y in excess of those fo r I919 in point of 

value . Declines in the valuat ion of permits have been general in 

D i s t r i c t No, 5 (Richmond), as compared with a year ago, the t o t a l s for 

new construct ion and r e p a i r s in 22 c i t i e s of the d i s t r i c t being 8,504,000 

in October, 1919, and only $4,453^000 in October, 1920, a drop of 47.6 

per cent. In permits fo r a l t e r a t i o n s there was a s l i g h t increase from 

$1,178,000 to $1,409,000. In D i s t r i c t No. 6 (At lan ta ) 'dec reases in the 

valuat ion of permits a re reported from a major i ty of c i t i e s for which 

r e tu rns a re secured. Of the 33 c i t i e s repor t ing in D i s t r i c t No. 7 

(Chicago), only f i v e show an increase in the value of permits a s compared 

with October, 1919, the decrease being in excess of 60 per cent in the 

major i ty of cases. Very l i t t l e bui lding i s in progress i n D i s t r i c t No. 

8 (St . Louis), the f ive leading c i t i e s showing sharp decl ines in value 

of permits issued, a s compared with a year ago. In ru r a l d i s t r i c t s , i t 

i s sa id , new bui ld ing has been e i t h e r postponed or abandoned. The 

s i t u a t i o n in D i s t r i c t No. 9 (Minneapolis) i s r a the r unusual in tha t 

permits granted in the 9 l a r g e s t c i t ids« increased 5 per cent i n number 
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and 43 per cent in va lue fo r September, but the volume was neve r the le s s 

only about 75 per cent t ha t of October, 1919, A very heavy inc rease 

i n Sioux F a l l s , where permi ts were valued a t $1+29,000 in September, 

has markedly a f f e c t e d the average. Actual t o t a l values fo r a l l 9 

c i t i e s were $3> 3H> 000 in October, $2,312,600 in September, and 

$4 ,304,000 in October, 1919* In D i s t r i c t No, 10 (Kansas City) the re 

was an increase in bu i ld ing operat ions as compared with September, 

but t o t a l v a l u a t i o n s in October were 48.7 per cent below the co r r e s -

ponding t o t a l s f o r October, 1919* f o r the 17 r e p o r t i n g c i t i e s . In 

D i s t r i c t No. 11 (Dallas) a l a rge number of permi ts was issued i n October, 

but the va lua t ion was smaller than for the preceding month. For t h e 

d i s t r i c t as a whole the re has bean a decrease of oO.l per cent i n the 

value of pe rmi t s a s compared with October, 1919, the a c t u a l t o t a l s being 

$6,526,000 and $2,o04,000, r e spec t ive ly . Of the 9 r e p o r t i n g c i t i e s , 

only Beaumont r e g i s t e r s an increase , Galveston showing a dec l ine of 

76.2 per cent , Houston 64.8 per cent, and Dallas 57«2 per cent . The 

f a l l i n g off i n bu i ld ing a c t i v i t y , which was only apparent in the P a c i f i c 

Northwest i n September, became general throughout D i s t r i c t No. 12 (San 

Francisco) i n October. Building permits i n the 19 p r i n c i p a l c i t i e s 

averaged 15.S per cent l e s s by value and 9-9 per cent l e s s in number 

t han f o r the preceding month, the decrease being l e s s pronounced, 

however, in the i n t e r i o r than on the coas t . There was an increase , a s 

compared wi th October, 1919, of 18 .1 per cent by value and 29.5 per 

cent i n number of pe rmi t s i s sued . 

In the i n d u s t r i a l s ec t i ons of the country unemployment continues 
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to increase and has assumed large proportions in the t e x t i l e d i s t r i c t s 

and in centers of boot and shoe manufacture. In some p a r t s of the 

country wage decreases have accompanied the decline in employment, 

while elsewhere reductions of wages have not yet been much i n evidence. 

Massachusetts o f f i c i a l s t a t i s t i c s on unemployment as of September 30, 

based upon re tu rns from 1,103 trade-unions with a membership of 255,000, 

show tha t the percentage of unemployment in the t e x t i l e industry was 

then 66.3 per cent, and in boots and shoes 40,9 P 8 r cent . The t o t a l 

percentage fo r the State was 19«3 P e r cent of union membership, the 

highest since March, I9OS. Wage reductions of 15 per cent to 20 per 

cent in t e x t i l e p l an t s in many New England centers are a l s o reported, 

although recent ly the Manufacturers' Association of Fa l l River and the 

Text i le Council agreed upon the maintenance of ex i s t ing wage schedules 

following the expi ra t ion of the present agreement. In D i s t r i c t No. 2 

(New York) i t i s estimated tha t there was a decline of about 5 P®r cent 

in the number employed in November as compared with the preceding month. 

This est imate i s based on preliminary f igures from the New York State 

Indus t r ia l Commission, supplemented by data obtained from employers 

and labor unions. The New York State Indus t r i a l Commission f inds 

tha t while 358,S06 persons were employed i n f a c t o r i e s i n a se lec ted 

l i s t of i n d u s t r i e s on August 1, there remained only 212,6l6 on November 

10, a decrease of 146,190. However, a s the in ten t ion was to se lec t 

those i n d u s t r i e s which had been most a f f e c t e d by decl ines i n business 

a c t i v i t y , the s t a t i s t i c s "have to be taken with reservations. In 

Paterson, N. J . , 25,000 s i l k workers are reported to be unemployed. 

In D i s t r i c t No. 3 (Phi ladelphia) unemployment i s inc reas ing i n many 

l i n e s , notably among t e x t i l e mil l workers. In D i s t r i c t No. 4 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 2 9 -

1139 
X-2079 

(Cleveland) there i s a l s o increas ing unemployment- In D i s t r i c t No. 

5 (Richmond) " there i s a marked increase in unemployment of both sk i l l ed 

and unsk i l l ed l a b o r . " A number of cotton m i l l s in North and South 

Carolina have reduced wages about 15 per cent . In D i s t r i c t No. 7 

(Chicago) unemployment i s increas ing in automobile centers , while a 

considerable number of the 45,000 garment workers in the d i s t r i c t are 

i d l e for a t l e a s t pa r t of the t ime. D i s t r i c t No. 8 (St Louie) r epor t s 

a surplus of labor i n p r a c t i c a l l y a l l l i n e s , but more p a r t i c u l a r l y in 

lumbering t r anspor t a t ion , c lothing, and shoe manufacturing. Wage 

reduct ions , however, have been i n s i g n i f i c a n t . D i s t r i c t No. 10 (Kansas 

City) does not th ink tha t unemployment i s g rea te r than usual fo r the 

season, and D i s t r i c t No, 12 (San Francisco) repor t s l i t t l e more than 

customary unemployment, with no unemployment of sk i l l ed labor repor ted, 

although there i s a decrease in the labor turnover. In the a g r i c u l t u r a l 

regions , on the contrary , the supply of labor has not been excessive i n 

r e l a t i o n to the demand, Indeed, in some p a r t s of the country r epo r t s 

of shortage a r e s t i l l heard, while wages have been general ly maintained 

a t a high p o i n t . Cotton p ickers and com huskers a re scarce i n D i s t r i c t 

No. 5 (Richmond). I t i s repor ted from D i s t r i c t No. 6 (Atlanta) t h a t 

farm labor in Louisiana i s barely s u f f i c i e n t t o harves t the crops, while 

D i s t r i c t No. 12 (San Francisco) says tha t in the Mesa, Phoenix, and Yuma 

sec t ions there i s a shortage of cotton p i cke r s . 
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Financia l developments during the month have shown s t a b i l i t y and success-

f u l readjustment to condit ions, The outstanding development has been a r e -

duction of r a t e s of i n t e r e s t both on c a l l and time funds and to a moderate 

extent fo r commercial paper . Some decrease i n the demand f o r backers ' ac-

ceptances has occurred, although a considerable number of new customers in 

t h i s f i e l d have been noted i n the f i n a n c i a l centers . Country banks have 

been ac t ive buyers of comne r c i a l paper during the month. As was to be ex-

• pected, a cur ta i lment has occurred in the amount of i n t e r - r e serve-bank r e -

discount operat ions , and despi te the withholding of crops from ba rke t in 

some p a r t s of the West the process of l i q u i d a t i n g farmers ' ob l iga t ions and 

of moving the funds to the c i t i e s to meet ob l iga t ions there has made some 

progress . The season has been charac te r ized by the heavier volume of app l i -

ca t ions made by out-of-town to c i t y banks fo r advances, but with the approach 

of the end of the year some r e l a t i v e lessen ing i n the volume of these r equ i r e -

ments i s n a t u r a l l y observed. Foreign exchange during the month has been un-

s e t t l e d and irregular. Quotations for s t e r l i n g , f r ancs , and l i r e have on the 

whole tended downward, although from time t o time there have been reac t ions t o -

ward h igher l e v e l s which, however, were usua l ly not long maintained. Con-

t inued heavy exports of s t ap le products have thrown upon the market l a rge 

volumes of b i l l s which, together with the overhanging balance of exchange 
upon 

c a r r i e d the books of fo re ign banks and business houses, have tended to 

prevent the market from r eac t i ng in any prominent or sus ta ined way to higher 

values . There has been a decl ine i n t h e a c t i v i t y of deb i t s to indiv idual de-

p o s i t account i n the c lear ing-house banks repor t ing to the Board, which may 

be i n t e r p r e t e d as r e f l e c t i n g the lessoned volume of general bus iness . I n -

vestment demand has been lower and dec l in ing p r i c e s fo r s tocks have tended 

to discourage buyers of s e c u r i t i e s . The s i t u a t i o n in the stock market has 

been p a r a l l e l t o the condi t ion p r eva i l i bg in commodity markets general ly, 

l i q u i d a t i o n i n the one being r e f l e c t e d i n heavier s e l l i n g and a lower leve l Digitized for FRASER 
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of values in the o t h e r . 

In export t rade the outs tanding f e a t u r e of the month 

has "been seen in the growth of cance l la t ion of o rders , e spec ia l ly 

from South American po in t s , which has tended to subject export 

e n t e r p r i s e s to unce r t a in ty . One e f f e c t of t h i s s i t u a t i o n has 

been to cause banks to exercise g rea te r caution in connection 

w i t h the purchase of d r a f t s . Nevertheless the t o t a l volume of 

expor ts has been to le rab ly wel l maintained as a r e s u l t of the 

l a r g e movement of s t ap l e s to fo re ign and e spec i a l l y to European 

p 6 r t s . 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE "RESS 

For r e l e a s e i n Monday morning papers, 
December 6, 1920. 

The Federal Reserve Bu l l e t i n fo r the month 
of December devotes much space to a d i scus -
s ion of economic and f inanc ia l condi t ions 
during the year Just c los ing . I t says: 

Close of a Remarkable Year 

The year 1920 has been a per iod of decided advance i n the process 

of economic readjustment consequent upon the condit ions l e f t by the war. 

Production had been developed t o a very high point a s a r e s u l t of war 

n e c e s s i t i e s , besides being diver ted in to channels d i f f e r e n t from those 

normal i n peace t ime. I t was, t he re fo re , i nev i t ab le t h a t a per iod of 

readjustment involving some decrease i n output, a t l e a s t temporari ly, 

should ensue. On former occasions, when problems of a s imi la r so r t 

have developed, the process of readjustment from a war to a peace-time 

l e v e l of business has been extremely r igorous . Conditions during the 

present period of readjustment have by comparison been t o l e r a b l e . 

Production during the l a t t e r pa r t of the year has, i t i s t r u e , f a l l e n 

off i n some branches fol lowing upon the readjustment of the p r i c e 

s t r u c t u r e . Fundamental a l t e r a t i o n s in the d i s t r i b u t i o n of labor between 

t r a d e s and employments have a l s o been a f ea tu re of recent months. In 

the banking f i e l d the advance of the volume of depos i t s changed during 

the recent months i n t o a recess ion, although Federal Reserve note c i r cu -

l a t i o n was about $200, 000, 000 l a r g e r a t the close of November than a t 

the end of Ju ly . I t i s a l so to be noted tha t there has been a marked 

change in the composition of bank p o r t f o l i o s r e s u l t i n g from the gradual 

re t i rement of long-term or speculat ive paper and the s u b s t i t u t i o n of 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 2 -
1143 

X-2080 

paper based upon bona, f i de commercial t r ansac t ions growing out of the 

a c t u a l purchase and sa le of goods* In i n t e rna t i ona l t r ade the condi-

t i o n s which led t o an excessive development in export ing business have 

been i n process of change, and a r e tu rn to more normal condi t ions i s now 

i n p rogress . So f a r a s concerns the European count r ies the year has 

been noteworthy i n in t e rna t iona l t r ade f o r a decided evidence of increase 

of product ive power which, although in te r rup ted from time to time by 

i n t e r n a l d i f f i c u l t i e s of one kind or another , has never the less been the 

dominant f ea tu re i n the fore ign economic movement. 

Very sharp reduct ion i n p r i ce s coupled with heavy decreases in 

product ion, extensive unemployment, and business r e a c t i o n , o f t en involv-

ing bank f a i l u r e s , have been the outstanding f e a t u r e s of readjustment in 

former years . The t r a n s i t i o n through which the community i s now passing, 

while necessa r i ly uncomfortable, has thus f a r been accompanied by only a 

minimum of the unfavorable symptoms developed on other occasions. While 

the presen t process i s as yet incomplete and while some l i n e s of business 

may be expected to pass through a s t i l l f u r t h e r period of reorganiza t ion , 

the re i s good reason f o r be l iev ing tha t with our present s t rong banking 

s t r u c t u r e the d i f f i c u l t y of the t r a n s i t i o n w i l l not be much f u r t h e r 

aggravated and tha t a normal s i t u a t i o n w i l l be res tored with f a r l e s s 

than usual d i s t r e s s . The f i s c a l s i t u a t i o n both a t home and abroad i s 

s t i l l uncer ta in due t o the f a c t t ha t while the war was t echn ica l ly over 

a t the s igning of the a rmis t i ce , i t was not over i n the f i nanc i a l sense 

u n t i l a long time l a t e r , while i t has not been poss ib le during the read-

justment period t o p lace publ ic f inance i n any country upon i t s peace 

time foot ing , pending much c lose r ascertainment of the best method of 

t a x a t i o n . The close of the year 13-0, however, i n s p i t e of t he f ac t 
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t h a t in some branches of economic and f inanc ia l l i f e the re i s s t i l l -

much progress to be made before reaching a d e f i n i t e bas i s f o r f u r t h e r 

growth, must never the less be regarded as qui te unmistakably a tu rn ing 

point in the process of t r a n s i t i o n from condit ions produced by the war 

to the normal economic bas i s of i n t e rna t iona l and i n d u s t r i a l l i f e . 

The Basis of Prosper i ty . 

In thus es t imat ing the pos i t i on of the economic organizat ion a t 

the close of the year 1$20, very l a rge emphasis should undoubtedly be 

* placed upon the volume of product ion. I t i s i n the quanti ty of output 

supplied by a na t ion tha t the best t e s t i s found of i t s t rue p o s i t i o n 

from ;he economic s tandpoint . Although the year 1920 shows a downward 

movement i n some branches of production and t r ade and a lessen ing of 

the a c t i v i t y with which c red i t media a r e employed, a g r a t i f y i n g aspect 

o f . t h e y e a r , i s seen i n the f ac t t h a t the changes thus f a r repor ted have 

been so small, e spec ia l ly when the great a c t i v i t y of production and the 

grea t extension of c red i t which occurred during the war period a r e borne 

in mind. Considering the year 1$20 in comparison wi th s imilar per iods , 

r e ac t i on shown by the indexes represen t ing the chief l i n e s of business 

a c t i v i t y , a s a l ready s t a t ed , i s in most cases re la t ive ly- minor as com-

pared with the volume of production and t r ade when a t i t s high p o i n t . 

While much i s said of changes in p r i c e s and p a r t i c u l a r l y of dec l ines of 

p r i c e s a s an i nd i ca t i on of economic re t rogress ion , i t i s to be remembered 

t h a t the r ea l income of the community i s the quant i ty of goods a v a i l a b l e 

fo r consumption and not the money value of the goods thus produced. The 

fundamental t e s t of the degree i n which condit ions which make f o r prosper i ty 
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have been regained and former industry res tored i s found in the indexes 

which exh ib i t a c t u a l volume of output . Of primary importance are s t a t i s t i c s 

showing the y i e ld of a g r i c u l t u r a l and manufacturing i n d u s t r i e s . Next to 

these a re indexes showing the a c t u a l movement of goods from producer to 

consumer. The l&iteaf may be best derived from s t a t i s t i c s of f r e i g h t 

movement, f i g u r e s showing the a c t i v i t y of money and c r e d i t , and data r e -

f l e c t i n g a c t i v i t y of wholesale and r e t a i l t r a d e . P r i ces play an important 

pa r t as a f a c t o r i n the process of d i s t r i b u t i o n , and the p r i c e l eve l i s 

of f i r s t s ign i f i cance t o the student of business condit ions because i t 

a i d s i n d e f i n i t e l y determining the prof i t -making p o s i t i o n of the var ious 

economic f a c t o r s of the community a s measured i n terms of mocay. I t i s 

t rue t h a t reduct ions i n wholesale p r i c e s in 1$20 have g rea t ly lowered the 

general l e v e l s . I t should be remembered, however, t ha t f a r too grea t 

s t r e s s may be placed upon the l e v e l of p r i c e s i n connection with rational 

condi t ions , since p r i c e s a r e expressions of r e l a t i v e value and hence 

of much g rea te r i n t e r e s t t o the indiv idual than to tha community a t l a r g e . 
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The Volume of Production. 

Viewed from the standpoint of the volume of commodities rendered a v a i l -

able f o r consumption, the year 1920 has been one of unusual success. As i s 

wel l known, the output of primary wealth - the product of the fauns and, i n 

general , of a g r i c u l t u r a l en t e rp r i s e - has been of more than average s i z e . 

Prel iminary es t imates have already been furn ished f o r t h i s output i n former 

months. The f i g u r e s of the Department of Agr icul ture , made ava i lab le a t 

the opening of November, a re subs t an t i a l l y the same as those which have already 

been published f o r October 1 and, as pointed out in pas t i s sues , exh ib i t in 

most l i n e s a subs tan t i a l advance above the average of recent years , and in 

some important crops c o n s t i t u t e the l a r g e s t output ever produced. In the case 

of corn, the only product f o r which the November es t imates d i f f e r from those 

of October, the est imated output , although showing a dec l ine of about 

17,000,000 bushels , s t i l l remains the l a r g e s t on record. 

While the s i t u a t i o n as to ag r i cu l tu r e i s p r a c t i c a l l y beyond quest ion, 

the work of the year in respec t to manufacturing i s l e s s c l e a r . According to 

some i n v e s t i g a t o r s , however, the output of the country, whether as measured 

in the aggregate or per cap i t a , was probably close to high-water mark a t the 

close of spr ing . The f a c t s would ind ica te t ha t in the more d i s t i n c t l y manu-

f a c t u r i n g and i n d u s t r i a l l i n e s there had been subsequent to the heavy war 

production a na tu ra l decrease in and readjustment of output which became ev i -

dent shor t ly a f t e r the opening of 1919 and which continued f o r several months 

t h e r e a f t e r . The requirements of buyers did not dominate market condi t ions , 

but there subsequently developed shortages in var ious l i n e s . Of t h i s s i t u a t i o n 

the f i n a l r e s u l t was a considerable increase in productive a c t i v i t y , although 

in some l i n e s , such as those of t e x t i l e production, a so-ca l led " s e l l e r s ' 

market" eventua l ly developed. That t h i s s i t u a t i o n had not become wel l e s t ab-

l i s h e d u n t i l the spring of 1920 was f a r advanced i s not s ingu la r . This period 
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of higher product ion was apparent ly reaching i t s peak dur ing the ear ly 

months of 1980. Since the l a t e spring of the year 1920, however, there 

has been in progress a c e r t a i n decrease in ou tpu t . The condi t ion of 

d i f f e r e n t i n d u s t r i e s in t h i s regard i s by no means uniform, although 

i t may be seen most c l e a r l y i n t e x t i l e s . Shipbuilding and very recen t ly 

the i ron and s t e e l i n d u s t r i e s , exh ib i t an inf luence of the same kind. 

The decrease in u n f i l l e d orders on the p a r t of the United Sta tes Steel 

Corporation, which has been in progress ever since about the beginning 

of August, po in t s c l e a r l y not only to a r e l a t i v e decrease in the a c t i v i t y 

of these b a s i c i n d u s t r i e s but also to a f a l l i n g off in t h a t of other 

i n d u s t r i e s which a re p r a c t i c a l l y dependent upon then. Bui lding con-

s t r u c t i o n may be ranked as one of the l a t t e r . x x x x x x x x x x 
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Movement of Goods, 

Care should be taken i n reviewing condit ions a t the Close of the 

year 1$2Q and in comparing them with those e x i s t i n g a t previous dates 

throughout the year to d i f f e r e n t i a t e between production changes and trade 

changes. In a l l per iods of t r a n s i t i o n i t i s the l a t t e r t ha t are the more 

obvious. I t should s t e a d i l y be borne in mind tha t the year 1920 has been 

a more d is turbed per iod in connection with the movement of goods to market 

than i n production, and tha t as a r e s u l t there has been a t times congestion 

and a r r e s t ed movement of commodities, while a t other times the de l ivery and 

consumption of products has been steady and s a t i s f a c t o r y . In general , the 

year may be divided in to three per iods , the f i r s t culminating in the ea r ly 

spring or toward the end of Apri l , a t which time a peak of congestion had 

been reached on the rai lways as the r e s u l t of bad weather and lack of s a t i s -

f ac to ry e f f i c i e n c y of r a i l r o a d -personnel aggravated by the t e n t a t i v e or 

"outlaw" s t r i k e s which had been i n progress . Thereaf te r there ensued a period 

of f a i r l y steady moving of commodities to poin ts of consumption, a s s i s t e d 

by the favorable weather in the spr ing and summer as well as by the increase 

i n e f f i c i e n c y of the r a i l r o a d s of the country. From about September onward 

the movement of goods again began to show a decl ine , t h i s being due in the 

case of a g r i c u l t u r a l s t ap les to a tendency to hold products a t the po in t s 

of production, while i n the case of manufactured a r t i c l e s i t was probably 

the outcome of a re luc tance or unwil l ingness on the p a r t of d i s t r i b u t o r s to 

go on rece iv ing consignments. This s i t u a t i o n has been noteworthy from time 

to time not only with respec t to the domestic movement of goods but a l so in 

r e l a t i o n to exports . I t was worthy of note a l so tha t i n sp i t e of the 

la rge y i e l d in a g r i c u l t u r a l l i n e s the gra in movement has been unexpectedly 

small, p a r t l y in consequence of de fec t ive t r anspor t a t ion a t c e r t a i n times of 

the year and p a r t l y as a r e s u l t of a d i spos i t i on on the p a r t of farmers to 
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hold back t h e i r product . Conditions in t r anspor t a t ion were r e f l e c t e d i n 

the f i g u r e s showing the movement of goods l a s t spring and in c e r t a i n de-

creases of the same s o r t f o r the current autumn, notwithstanding tha t the 

ton-mile f i g u r e s on ra i lways are to-day of large s i ze . x x x x x x x. 

. An examination of the index numbers f o r the value of imports and ex-

por t s leads to the conclusion tha t ,w i th p r i ce f l u c t u a t i o n el iminated, our 

export volume f o r 1920 i s on a lower l e v e l , some of the months f o r the pe-

r iod being lower than the average monthly f igure fo r 1913 • The volume of 

imports, however, i s higher than the 1913 l e v e l , a f a c t which i l l u s t r a t e s 

the statement o f t e n made t h a t the r eac t ion subsequent to the war which had 

been genera l ly p red ic t ed by economists i s now i n progress . The f igures , f o r 

imports and exports , both when measured i n volume and when measured in 

values, have shown an absolute tendency to f a l l o f f , although the growth 

of imports up to the p resen t time has been grea ter than t h a t of imports when 

adjus ted values are taken as a b a s i s f o r comparison. The year 1920 must 

undoubtedly be regarded as a pe r iod of t r a n s i t i o n from war condi t ions to 

peace condi t ions in our fo r e ign t rade . These changes are most c l e a r l y 

i l l u s t r a t e d when the inf luence of p r i ce f l u c t u a t i o n s i s e l iminated from 

f igu re s i n order to place them on a comparative "basis of volume. x x x x x. 

Re ta i l Tnade. 

The a c t i v i t y of r e t a i l t rade i s u sua l ly regarded as a d i r e c t index 

of the a t t i t u d e of consumers with respect to the p r i ce l eve l and i s looked 

to by s tudents of the business s i t u a t i o n not • merely f o r the purpose of 

obta ining a t e s t of bus iness condit ions from the r e t a i l t rade standpoint , 

but a l so of a f f o r d i n g an i n d i r e c t index of the probable r a t e a t which stocks 

of goods w i l l pass off through r e t a i l t rade channels in to the hands of con-

sumers. For a good many months pa s t the Board has been developing a r e t a i l 

t rade index based upon f i g u r e s concerning stocks of goods, turnover, and other 

important items fu rn i shed by a spec i f i ed number of l ead ing r e t a i l e s t a b l i s h -
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ments ifa the severa l Federal Reserve D i s t r i c t s . A study of these f i g u r e s , 

and e s p e c i a l l y a comparison of cumulative s ingle percentages designed to em-

body no t only the r e tu rns of the current month but a l so accumulated r e s u l t s 

of preceding months, po in t to a decl ine in s a l e s , which has no t , i t would 

seem, gone t o very great length tlms f a r , i n some d i s t r i c t s amounting merely 

to the cur ta i lment or abo l i t i on of a seasonal increase of the volume of b u s i -

ness which would otherwise have been expected, the remaining volume be ing 

higher than tha t of the preceding year . The tendency, however, i n other d i s -

t r i c t s has been d i s t i n c t l y downward, and a t the presen t time the Board 's i n -

dex po in t s c l e a r l y to a l i m i t a t i o n of the ac t ive buying of consumers which 

was so not iceable during 1919 and the e a r l i e r p a r t of 1920. This bears out 

the general impression already e x i s t i n g with r e spec t to r e t a i l t rade con-

d i t i o n s as ind ica ted by many repor t s of a general na ture furn ished by expert 

observers i n the var ious branches of t r ade . The a c t i v i t y of r e t a i l t rade 

i s of spec ia l i n t e r e s t a t the present time, because i t u sua l ly i s one of the 

l a s t elements in the bus iness s i t u a t i o n to shew the e f f e c t s of those f a c t o r s 

which make f o r depression or reduct ion. Curtailment of purchasing power 

does not u sua l ly occur, a t l e a s t in f u l l measure, u n t i l reduct ions of em-

ployment and lowering of p r i c e s have r e s u l t e d i n l essen ing the incomes of 

buyers who are thereby induced to suspend or l i m i t t h e i r purchases. Accord-

ingly, a d e f i n i t e r eac t ion in r e t a i l t r ade seldom presents i t s e l f u n t i l 

a f t e r readjustment has made considerable progress i n manufacturing and even 

in wholesale a c t i v i t y . This i s f o r the reason tha t the decl ine in r e t a i l 

t rade makes i t s e l f f e l t in some d i s t r i c t s a t a date considerably l a t e r than 

tha t which appears to mark the ttuming po in t i n production by manufacturers, 

x x x x x . 
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Production and Foreign Exchange 

The downward trend of exchange during 1920 appeared to have 

reached the low point toward the middle of November, when sterling 

was quoted below 3<30- As may he seen from the graphic representa-

tion already published in the laat issue (p* 1159) i the movement of 

practically all European exchanges has been steadily downward and 

practically on parallel lines since early in the year. The sharp 

depression which was brought about in the early part of November was 

attributed by experts to the necessity of financing considerable 

quantities of grain and cotton bills growing out of the shipments of 

this year*s products at a time when, as already pointed out in former 

issues, there was a very large outstanding indebtedness on the books of 

foreign banks and business houses, which resulted in creating an over-

hanging supply of exchange, which was at times "dumped" in the market 

whenever a slight upward trend suggested the possibility of converting 

foreign currencies into dollars at even a tolerably favorable rate* 

This, of course > was a situation primarily applicable only to European 

Nevertheless . ^ 
exchanges. " ; in relations with South American countries the 

situation was equally unfavorable, due to conditions already set forth 

and including depression of prices as well as the disturbance of our 

foreign trade relationships with those countries * In a general way it 

may be said that the year 1920 has been a period of practically steady 

deterioration in exchange conditions, as reflected in the constantly 

growing open balances in favor of the United States which are being 

carried in an increasingly large list of foreign nations. 
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Foreign exchange condi t ions during the year 1920 throw i n t e r e s t -

ing l i g h t upon the "bearing of exchange r a t e s on i n t e r n a t i o n a l trade* 

They show t h a t abnormally low quotat ions of fo re ign cur renc ies tends to 

reduce the export shipments of the na t ion , p a r t i c u l a r l y when these low 

quotat ions are the r e s u l t of unpaid balances which give r i s e to a quant i ty 

of exchange tha t may "be thrown upon the market a t any given moment• The 

exchange s i t u a t i o n i s t he re fo re in some measure responsible f o r the slowing 

down of the export t rade of the United S t a t e s , and i l l u s t r a t e s once more the 

neces s i t y of ac t ion designed to br ing about soundness in i n t e r n a t i o n a l 

f i n a n c i a l r e la t ions* Another phase of present condi t ions which deserves 

p a r t i c u l a r a t t e n t i o n i s seen i n the f a c t tha t as things stand the amount 

of our exports would seem to be quite c lose ly condit ioned upon the amount 

of our imports . As our banking and mercant i le c r e d i t s i t u a t i o n becomes 

more and more sa tura ted with fo re ign c r e d i t , or , i n o ther words, reaches 

a pos i t i on where i t i s d i f f i c u l t to extend any more accommodation - c e r t a i n l y 

no more long-term accommodation - to f o r e i g n e r s , the n a t u r a l inference would 

seem to be t ha t cur ren t and f u t u r e shipments of our goods abroad could be 

paid f o r in very la rge measure wi th con temporary shipments of goods to t h i s 

country» Such a s i t u a t i o n i s ev ident ly developing, as i s seen in the study 

of fo r e ign trade already presented# The f a c t s as thus s e t f o r t h a f f o r d a 

s a t i s f a c t o r y explanat ion of the steady increase in our importations from 

abroad and f u r n i s h a warrant f o r the opinions of those who have be l ieved 

that the re would be a l a rge r movement of goods in to the United S ta tes as 

the r e s u l t of the extensive c r e d i t s which have in the pas t been granted 

fo re ign coun t r i e s • 
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Pr ices and. Trade, 

P r i ce movements have already been inc iden ta l l y referred to as a factor 

a f f e c t i n g readjus tment . The remarkable changes of 1920, however, require 

some spec ia l a t t e n t i o n . In the case of wholesale p r i c e s , readjustment has 

occurred in a more s t r i k i n g fashion than in perhaps any other f i e l d . In 

January p r i c e s in the United Skates stood at, 842 per cent of the pre-war 

l e v e l , according to the Federal Reserve Board index number. They •continued 

to advance u n t i l Apr i l , when the index number stood at 263. May pr ices were 

at approximately the same high l e v e l , but since tha t time the decline has 

been qu i t e considerable . By October the BoardTs number had f a l l e n to 208, 

showing a decl ine of 21 per cent from the peak. 

More or l e s s s imi la r readjustments have been made in fore ign pr ices 

during the same per iod . B r i t i s h p r i ce s reached t h e i r peak in April and have 

been on the dec l ine since then, the reduct ions i n the past two months being 

e s p e c i a l l y noteworthy. Canadian p r i c e s have shown tendencies very similar 

to those in the United S t a t e s . In Japan the drop in pr ices has been more 

extreme, the di f ference between the March, and October index numbers amounting 

to 30 pe r cen t . 

Fiance and I t a l y show somewhat d i f f e r e n t f luc tua t ions . - In both countr ies 

p r i c e s reached t h e i r peak i n Apri l of t h i s year , receding from these h igh 

po in t s during the next two months, but increas ing again r e c e n t l y . But even 

in these two cases the index numbers are a t s l i g h t l y lower po in t s than l a s t 

spr ing . * * * * * * 
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F E D E R A L R E S E R V E B O A R D 
W A S H I N G T O N 

December 7.1920, 
" X-2081 

Dear S i r : 

The Federal Reserve Board has made arrangements to i ssue the 
""brief ed i t ion" of the Federal Reserve Bu l l e t i n on or about the f i r s t 
of each month. Accordingly, the mimeograched statement of "business 
condi t ions" as published in the Bul le t in , 'which the Board has been 
forwarding to you monthly, w i l l be discont inued. 

The " "brief edi t ion" of the Federal Reserve Bu l l e t i n (sample 
copy enclosed herewith) conta ins , in addi t ion to the review of bus iness 
condi t ions , the regular o f f i c i a l announcements, ru l ings of the Board, 
e t c . The "br ie f ed i t ion" of the Bu l l e t in i s issued at a subsc r ip t ion 
p r i ce of $1.50 per annum to cover the cost of paper and p r i n t i n g . 

In add i t ion to the "br ie f edi t ion" of the Federal Reserve 
B u l l e t i n the Federal Reserve Board issues about the twent ieth of each 
month the complete Federal Reserve Bu l l e t i n which conta ins a l l of the 
information published in the "b r ie f ed i t i on" , a l so important banking 
s t a t i s t i c s and specia l a r t i c l e s in connection with research work con-
ducted by the Board, e t c . The subscr ip t ion p r ice of the complete ed i t i on 
i s *4.00 per annum. 

If you des i r e to receive e i t h e r the b r i e f or complete e d i t i o n 
of the Bu l l e t i n kindly forward your remittance to the Federal Reserve 
Board, using the enclosed form. 

Very t r u l y yours, 
Enclosure. 

R. G. Eme rs on. 
Assis tant to Governor. 
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F E D E R A L R E S E R V E B O A R D 
W A S H I N G T O N 

December 6,1920. 
X-2082 

Subjec t : Proposed Forms of C e r t i f i c a t e s Evidencing 
E l i g i b i l i t y of Acceptances. 

Dear S i r : 

Sub-division (d) of Section B of Regulation A, Ser ies of 
1920, r equ i r e s t h a t 

*'A Federal Reserve Bank must be s a t i s f i e d , e i t h e r by 
re ference t o the acceptance i t s e l f , or otherwise, t h a t 
i t i s e l i g i b l e f o r rediscount . The b i l l i t s e l f should 
be drawn so a s to evidence the character of the under-
l y i n g t r ansac t ion , but if i t i s not so drawn, evidence 
of e l i g i b i l i t y may consis t of a stamp or c e r t i f i c a t e 
a f f i x e d by the acceptor in form s a t i s f a c t o r y t o the 
Federal Reserve Bank." 

I t has been suggested t h a t the form of stamp or c e r t i f i c a t e 
adopted by a l l Federal Reserve Banks be the same, and the re i s enclosed 
f o r your considera t ion proposed form of c e r t i f i c a t e f o r use on each 
type of acceptance. You a r e requested to advise the Board whether i t 
w i l l be s a t i s f a c t o r y to your bank to adopt the forms proposed and i f 
not you a re i nv i t ed to make such suggestions f o r modif ica t ion a s you 
may deem proper . 

Very t r u l y yours, 

Governor. 

To Chairmen and Governors of a l l F.R. Banks. 
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Domestic Shipments: "At time of acceptance, t h i s b i l l was 
accompanied by shipping documents evidenc-
ing the domestic shipment of (name of com-
modity) from (point of shipment) to (place 
of d e s t i n a t i o n ) . 

(Ifame of Acceptor) " 

Import and Export Transact ions: 
"This acceptance a r i s e s out cf a t r ansac t i on 
involving (importation) of (name of commodity) 

(exporta t ion) 
from (point of shipment) t o (place of d e s t i -
na t ion) 

(Na.me cf Acceptor) " 

Warehouse Secured Cred i t : 
"This b i l l was secured a t the time of 
acceptance by independent warehouse, terminal , 
or other s imi lar r e ce ip t conveying secur i ty 
t i t l e to (name of read i ly marketable s tap le ) 
stored i n (country where s tored) and the 
acceptor w i l l remain secured throughout the 
l i f e of the b i l l . 

(Name of Acceptor) " 
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A BRIEF DISCUSSION OF PRESENT CONDITIONS 

Address by 

Hon. 17.?. G. Harding, 
Governor, Federal Reserve Board, 

Before the 

American Farm Bureau Federation 

a t 

Indianapol is , Indiana, 

Tuesday, December %, 1920. 

Released for pub l i ca t i on 
Wednesday, December 8, 1$20. 
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There i s an o ld saying - of Chinese o r i g i n , I be l i eve — tha t "Things 

a re never as good or as had as they seem". We should take t h i s philosophy 

to hea r t a t the present time. 

Pr ice recess ions and the r e s u l t a n t condit ions a re not pecu l i a r to t h i s 
• . , (1) 

country alone, but ob ta in everywhere and in countr ies where there has been 

the g r e a t e s t i n f l a t i o n of c r e d i t s and currency the d i s t r e s s i s most acu te . 

Nor a re present condi t ions unprecedented a s f a r as p a r t i c u l a r na t ions a re 

concerned, although i t i s t rue tha t a world-^vide s i t u a t i o n which depresses 

a l l b a s i c i n d u s t r i e s and productive a c t i v i t i e s i s unusual . In t h i s country 

we are pass ing through,a per iod of readjustment which i t was expected we 
\ 

would en te r into immediately a f t e r the signing of the a r m i s t i c e . In f a c t 

f o r a few months a f t e r t ha t event there was an unset t lement i n p r i c e s and a 

h e s i t a t i o n in bus iness , but an urgent demand f o r commodities and manufactured 

goods soon developed which required s a t i s f a c t i o n a t any cost and p r i c e s 

bounded upward u n t i l they a t t a i n e d l e v e l s never be fore reached i n the memory 

of the present genera t ion . 

In reviewing the condit ions which ex i s t ed a year ago, we a l l r e a l i z e 

now what was sensed by many a t the time, t ha t th ings were not as good as they 

seemed, f o r p r i c e l e v e l s were unnatura l and the burden of the high cost of 

l i v i n g was too grea t to be permanently endured. I t was genera l ly recognized 

many months ago, fol lowing the col lapse of the Japanese s i l k market ear ly 

l a s t spr ing , t h a t sweeping p r i ce readjustments were i n e v i t a b l e . In f a c t , a 

year ago l a s t summer the continued expansion of c r e d i t s and the cons tan t ly 

advancing cos t s of l i v i n g became ob j ec t s of grave pub l ic concern. The Senate 

( l ) See Appendix "A". Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 3 - X-2084 

of the United S t a t e s on August 5 th , 1919, addressed a communication to the 

Federal Reserve Board on the sub jec t . Short ly af terwards the Pres ident in an 

address to Congress discussed these ques t ions . From tha t time u n t i l the ad-

journment of Congress l a s t June these ma t t e r s were the subjec t of f requent 

d i scuss ions i n both houses. On the 17th of May l a s t , the Senate addressed a 

r e so lu t i on d i r e c t i n g the Federal Reserve Board "to advise the Senate what s teps 

i t purposes to take and to recommend to the member banks of the Federal reserve 

system to meet .exis t ing i n f l a t i o n of currency and c r e d i t , and consequent high 

p r i c e s , and what f u r t h e r s teps i t purposes to take or recommend to mobil ize 

c r e d i t s in order to move the 1920 crop." Reference i s made to these inc iden ts 

i n order to d i r e c t a t t e n t i o n to the trend of l e g i s l a t i v e sentiment a few months 

ago. In marked con t ras t a re the e f f o r t s now being made to secure l e g i s l a t i o n 

to fo rce expansion of c r ed i t and currency wi th a view of advancing p r i c e s . 

The Federal Reserve Board i s not charged wi th any r e s p o n s i b i l i t y f o r p r i ces 

o r l i v i n g c o s t s . I t i s a banking board, which exerc ises a general supervis ion 

of the Federal reserve banks, and the r a t e s of discount which are f i x e d by the 

Board, fol lowing recommendations of the d i r e c t o r s of the Federal reserve banks, 

are not f i x e d pr imar i ly w i th reference to p r i c e s . The Board cannot w i th pro-

p r i e t y e s t a b l i s h r a t e s with a view of pu t t ing p r i ces up or pu t t ing them down. 

In the determinat ion of Federal reserve bank discount r a t e s cons idera t ion must 

be given to general condi t ions and to current r a t e s , and i n the r a t e r ev i s ions 

which the Board has approved from time to time the view has always been taken 

tha t discount r a t e s should not be pegged or f i x e d a r b i t r a r i l y , f o r there a re 

always c e r t a i n bas ic condi t ions r e l a t e d to the demand f o r and the supply of 

c r e d i t in t h i s country and throughout the world which must be taken into account, 

and the formal establ ishment of a Federal reserve bank r a t e i s merely an i n t e r -

p r e t a t i o n of these condi t ions . 

Federa l resdrve banks are not permit ted by law to have d i r e c t dea l ings wi th 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1.160 

- 3 - X-2084 

the pub l i c but they may rediscount f o r member banks upon t h e i r endorsement 

e l i g i b l e paper a s def ined by the Federal Reserve Act represen t ing loans or 

advancements made by the member banks to t h e i r customers. The lending powers 

of National banks a re broadly def ined in those sec t ions of the Revised S ta tu tes 

of the United S ta tes commonly known as the "National Bank Act", and those of the 

S ta te banks and t r u s t companies which are members of the Federal reserve system 

as wel l as those of the i n s t i t u t i o n s which are hot members are governed by the 

laws of the respec t ive s t a t e s in which these i n s t i t u t i o n s are located* There 

i s no cen t r a l i zed control over the discount pol icy of the individual member and 

non-member banks, and the Federal Unserve Board cannot compel banks to make 

loans which they do not des i re to make nor can i t r e s t r a i n them from making 

loans which i n the lawful exerc ise of t h e i r d i s c r e t i o n they may make. 

Normally the discount r a t e of a Federal reserve bank should not control 

the r a t e s a t which member banks loan money to t h e i r customers. In the countr ies 

which have cen t ra l banks there i s a we l l - e s t ab l i shed pol icy t h a t the cen t ra l 

bank discount r a t e should be maintained a t a f i gu re s l i g h t l y in excess of the 

current market r a t e . The wisdom of such a policy i s apparent fo r i t e l iminates 

a l l considerat ion-of p r o f i t in rediscount t r ansac t ions and gives the cen t ra l 

bank b e t t e r control over i t s own reserves and causes the banks which deal with 

the publ ic to r e ly to a g rea t degree upon t h e i r own resources in extending 
. ̂ -T UV i 2.' t L 

accommodations while s t i l l a f fo rd ing them an o u t l e t f o r any undue 

of l eans . Because of the exigencies of war f inanc ing , i t has not been 
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p r a c t i c a b l e f o r the Federa l reserve banks up t o t h i s t i n s to 

adopt t h i s p o l i c y end as a ru l e Federal Reserve bank d iscount r a t e s 

are lower than the r a t e s charged by member banks . I t i s b e l i e v e d 

t h a t cond i t ions are g radua l ly a d j u s t i n g themselves so t h a t Federa l 

rese rve bank r a t e s may be maintained a t a l e v e l s l i g h t l y h i g h e r than 

cu r ren t r a t e s no t only without any d is turbance to commerce and bus iness 

b u t to t h e i r d i s t i n c t b e n e f i t . In f a c t , t h i s adjustment has a l ready 

begun i n some c i t i e s where member banks have reduced t h e i r r a t e s on 

commercial l o a n s . 

In ordinary circumstances banks r e l y upon t h e i r own lending 

power as measured by the sum t o t a l of t h e i r c a p i t a l , , surp lus and 

d e p o s i t s , and rediscount or borrow money only a t c e r t a i n seasons of 

the yea r , or a t o the r t i i res when unexpected demands are made upon them. 

Formerly i t was not regarded as a sound po l i cy or good p r a c t i c e f o r a 

bank t o permit i t s loans to be h a b i t u a l l y extended to a po in t which 

obliged i t to be cons t an t ly indebted to o ther banks f o r borrowed money. 

Before the Federal reserve system was e s t ab l i shed banks were required 

to c a r r y i n t h e i r own v a u l t s a c e r t a i n percentage of t h e i r ne t depos i t s 

i n gold or l awfu l money as a r e s e r v e . This percentage of reserve was 

cons iderably h ighe r than t h a t which i s now c a r r i e d . As regards na t iona l 

banks, the r e se rves requi red were 25$ i n gold or l awfu l money f o r banks 

in the c e n t r a l reserve c i t i e s , Hew York, Chicago and S t . Louis, 

f o r a l l o ther rese rve c i t y banks 12g$ cash i n v a u l t , and 1 2 ^ with banks 

i n c e n t r a l rese rve c i t i e s , and f o r country banks (%> cash i n v a u l t , and 

9$ with banks i n r e se rve or c e n t r a l reserve c i t i e s . This percentage 
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of reserve applied to the time deposi ts as wel l as to demand depos i t s . 

The frarosrs of the Federal Reserve Act f e l t t ha t with the Federal 

reserve banks e s t ab l i shed and a dependable means of rediscount pro~ 
I 

vided, these reserves could be lowered with s a f e t y , thus increas ing 

the lending power of the banks i n a corresponding degree. The present 

law does not require any member bank of the Federal reserve system 

to car ry any s p e c i f i c amount of cash in i t s own v a u l t . All lawful 

reserves are kept with the Federal reserve banks. Banks i n c e n t r a l 

reserve c i t i e s mist ca r ry with the Federal reserve bank a balance 

equal to 13$ of t h e i r net demand depos i t s , banks i n reserve c i t i e s 

ICffc and country banks Cn time deposi ts the reserve required in 

a l l cases i s only 3$* The Federal Reserve Act, t h e r e f o r e , has g rea t ly 

increased the normal lending power of the member banks out of t h e i r 

own resources , leaving out of considera t ion e n t i r e l y the a d d i t i o n a l 

lending power they can acquire by rediscounting with the Federal reserve 

bank. 

The extent to which the discount f a c i l i t i e s afforded by the 

Federal reserve banks are now being used shows t h a t through the 

medium of member banks the Federal reserve banks are p a r t i c i p a t i n g 

a c t i v e l y in extending c r e d i t s . Cb August 22, 1907 , j u s t be fo re the 

panic of that year , b i l l s payable and rediscounts of a l l n a t i o n a l 

banks amounted to *59•177,000 agains t t o t a l loans and discounts of 

*4,709,027,000, the percentage of b i l l s payable and rediscounts to 

t o t a l loans being 1.26$. On September 23, 1908, the percentage was 

1.11$; on September 12, 1914, t o t a l b i l l s payable and rediscounts 

had increased to the then unprecedented amount of #150,071,000, or 
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2-34$ of the t o t a l loans , which amounted to $6,U17,910,000. This 

increase was due to the dis turbance incident to the outbreak of the 

European War* On September 12, 1916, "bills payable and rediscounts 

had f a l l e n to $91)893*000, or 1.16$ of the t o t a l of loans of a l l 

na t iona l banks„ On September 11, 1917, the f i r s t year of our 

p a r t i c i p a t i o n i n the war, b i l l s payable and rediscounts amounted 

to $285,104,000, or 3-09# of the t o t a l loans, $9,234,289,000. These 

f i g u r e s , of course , r e f l e c t war f inancing- The same observat ion 

w i l l apply to f i g u r e s compiled from repor ts of condit ions of n a t i o n a l 

banks on August 31, 1918, and September 12, 1919, when the percentages 

of rediscounts to t o t a l loans were 12.8$ and 13.04$, r e spec t i ve ly . 

There has , however, "been no new f inancing by the Government s ince 

the f l o t a t i o n of the Victory Loan; the t o t a l volume of Government 

obl igat ions outstanding has decreased since September 12, 1919> when 

rediscounts and b i l l s payable of a l l na t ional banks amounted to 

$1,505,516,000, while on September S, 1920, the na t iona l banks ' 

l i a b i l i t y f o r money borrowed i n th i s way amounted to $2,299,640,000, 

or 16.8$ of t h e i r t o t a l loans of $13,723,611,000^ The f igu res f o r 

s t a t e banks and t r u s t companies are not ava i l ab le , but there i s no 

reason to be l ieve t h a t the proport ion of money borrowed by these 

i n s t i t u t i o n s to t h e i r loans and discounts i s any l e s s than tha t 

shown by the na t iona l banks. 
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The inpress ion ex i s t s i n the ninds of many tha t the Federal 

reserve system has adopted a po l icy of r ad ica l d e f l a t i o n and tha t 

the farming i n t e r e s t s have been the chief s u f f e r e r s from th i s p o l i c y . 

Ho such pol icy has ever "been undertaken and as a mat ter of f a c t 

there has been during the pas t year an increase and not a reduction 

in the net volume of "bank c red i t and currency. There hes been no 

pol icy looking towards a broad curtai lment or d e f l a t i o n of c r ed i t 

but e f f o r t s have been made to cor rec t abuses and to br ing about 

moderation and b e t t e r judgment in the use of c r e d i t s which a year 

ago were being d iver ted in to a l l kinds of speculat ive and onon->-. 

productive channels . E f f o r t s have been made also to conserve the 

resources and c red i t power of the member banks and of the Federal 

reserve banks i n order tha t they might b e t t e r respond to the seasonal 

needs occasioned by the harves t ing of the crops . 

I do not wish to burden you wi th s t a t i s t i c s , bu t i n order to 

co r r ec t wrong impressions I des i re to c a l l your a t t e n t i o n to the 

fo l lowing. On September 19, 1919 * the t o t a l earning asse ts of a l l 

Federal reserve banks were i n round amounts $2,350,000,000, while on 

J a m a r y 2 7 , 1 9 2 O , the t o t a l was near ly $3,300,000,000, an increase of 

almost *1,000,000,000, or nea r ly 50% within a period of f o u r months. 

There i s no banking system strong enough to s u s t a i n ^ i t s e l f very long a t 

so rapid a ra te of expansion of c r e d i t , and while no d r a s t i c d e f l a t i o n 

was attempted, measures were taken to regulate the c r e d i t expansion-

Discount ra tes were advanced and th i s ac t ion brought about a moderate 

amibunt of l i q u i d a t i o n , the earning a s se t s of the Federal reserve 

banks being reduced in the course of s i x t y days by about 

$100,000,000. By the middle of May, however, the 
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t o t a l loans and investment? of the Federal reserve banks appr^nc'tied 

a y . i n t h e i r previous high l eve l and the Beard ca l led the a t t e n t i o n of 

the banks and the publ ic to the importance of marketing the crops of 

1919 before those of 1920 were harvested, and of reducing borrowings 

a t the Federal reserve banks u n t i l the seasonal requirements of the 

autumn should develop. Banks were advised i n cases where i t should 

become necessary f o r them to discriminate in the matter of making loans 

to give preference to e s s e n t i a l c r e d i t s , which included a l l c r ed i t s 

r e l a t e d t o l eg i t ima te productive a c t i v i t i e s , and they weie to ld a t the 

same time tha t they themselves must be the judges of the e s s e n t i a l 

character of the purposes f or which loans were asked of them. 

On July 23rd, j u s t before the crop moving demands began t o be 

f e l t , the t o t a l loans and investments of the Federal reserve banks had 

dec l ined ' from the hi£h point about $150,000,000, and stood around 

• $3,150,000,000. Since t h a t date they have advanced s tead i ly with 

occasional s l i gh t recess ions u n t i l December 3?& when the t o t a l amount 

reached $3,333,792,000, as compared with $2,933,082,000 on December 

5, 1919- Federal reserve notes in c i r cu l a t i on on December 3> 1920 

amounted to $3,312,039,000, as against $2,881,359# 000, on December 5> 

I919. You wi l l see there fore t h a t as f a r as the Federal reserve banks 

are concerned, no cont rac t ion of c red i t or currency has been had during 

the past twelve months, but .on tne other hand there has been an increase 

in Federal reserve bank c r ed i t of $400,COO,000 and i n currency of 

$430,000, 000. 

You a re , however, most i n t e r e s t e d i n knowing".to what extent c t ed i t 

has been a v a i l a b l e f o r a g r i c u l t u r a l purposes. I t w i l l be impossible to 

give p r e c i s e informat ion on t h i s po in t u n t i l the r e p o r t s r ecen t ly ca l led 
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fo r by the Comptroller of the Currency from na t iona l banks have been 

tabula ted and the d iges t made publ ic . Tne Comptroller has asked each 

na t iona l bank fo r a statement both of d i r ec t and i n d i r e c t loans to 

farmers . The Federal reserve banks in a g r i c u l t u r a l d i s t r i c t s h a v e been 

rediscount!ng heavi ly for several months pas t with Federal reserve banks 

in the i n d u s t r i a l d i s t r i c t s . Three banks, the Federal reserve banks 

of Boston, Phi ladelphia and Cleveland, have advanced a t t imes a s much as 

$250,000,000 to seven other Federal reserve banks, whose d i s t r i c t s a r e 

l a rge ly a g r i c u l t u r a l . The t o t a l amount of b i l l s discounted by Federal 

reserve banks i n d i s t i n c t l y a g r i c u l t u r a l d i s t r i c t s i s about $1,500,000,COO. 

Efjtly in the season Federal reserve banks in these d i s t r i c t s were asked 
\ 

t o es t imate the propor t ion of t h e i r t o t a l loans d i r e c t l y in support 

of the a g r i c u l t u r a l and l i ve s tock i n t e r e s t s . The es t imates f o r 

September, 3, 1$20 were as fol lows: Federal Reserve Bank of Richmond, 

27«3$; At lan ta , 23-7% Chicago, 48.3/-; St , Louis, 22%; Minneapolis, 

65.6$; Kansas City, Dallas, 50/ and San Francisco, 58-7^- In 

some of these banks the propor t ion of a g r i c u l t u r a l paper nel'd i s much 

g rea te r now than on September 3rd . I t i s c e r t a i n tha t there has been 

no cur ta i lment of a g r i c u l t u r a l c r e d i t s by the Federal reserve banks and 

whi le , a s I have*sta ted, exact f i g u r e s of member bank t r a n s a c t i o n s a r e 

not yet a v a i l a b l e , i t seems reasonable to assume t h a t t h e r e has been a 

very l a r g e volume of c r ed i t extended by member and non-member banks i n 

support of the a g r i c u l t u r a l i n t e r e s t s . 

Senator Owen has r ecen t ly ca l l ed a t t e n t i o n t o the f a c t t h a t "The 

ind iv idua l depos i t s of New York City banks, which were November 12,-1919, 

$6,313,998,000, were reduced on November 10, 1950, t o $4,916,375,000, a 

net l o s s of depos i t s i n New York City of about $1,400,000,000, and a net 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



X-2084 

r educ t ion of loans amounting to a s imi la r amount", and t h a t "While the 

i nd iv idua l depos i t s and loans of New York City banks were coming down, 

the t o t a l depos i t s of a l l the banks of the country, i nc lud ing bank 

depos i t s , increased according to the Comptro l le r ' s l e t t e r of October 13, 

1920, CU5,lSU, 000, and loans increased $5> 305,13^J 000 ( inc lud ing 

o v e r d r a f t s and d i scoun ts ) f o r the f i s c a l year ending June 30th, 1920," 

I am a f i r m b e l i e v e r in the po l i cy of gradual and o rde r ly methods 

of market ing our g rea t a g r i c u l t u r a l s t a p l e s . All w i l l agree t ha t 

a g r i c u l t u r e i s the b a s i c and fundamental indus t ry , f o r upon i t s f r u i t s 

depend the l i v e s of those engaged in a l l o the r i n d u s t r i e s . The farmer 

i s a g rea t consumer of manufactured products and anything t h a t a f f e c t s 

h i s buying power i s soon r e f l e c t e d in the bus iness of the merchant and 

manufacturer* Conversely a depress ion in manufacturing and o ther 

l i n e s of bus iness i s r e f l e c t e d in the reduced demand f o r farm produc ts , 

I cannot conceive of anyone quest ioning the f a c t t h a t farming as a 

bus ine s s must be remunerative or product ion w i l l l angu i sh . I t i s 

h igh ly d e s i r a b l e t h a t the e f f o r t s of the farmer be supportedaand 

s t imula ted in every proper way and t h a t he be aided i n p rese rv ing the 

f u l l measure of h i s h a r v e s t s and t h a t he be given an oppor tuni ty of 

market ing I j is products on terms s u f f i c i e n t l y p r o f i t a b l e to warrant h i s 

s tay ing i n the bus iness of farming. I t i s we l l to cons ider , however, 

t h a t in o ther l i n e s of bus ines s , p r o f i t s a re not always cont inuous. 

This i s a l so t r u e w i t h r e spec t to farm indus t ry . The farmer , however, 

as a r u l e , has only one turnover a year , whi le those engaged i n o the r 

e n t e r p r i s e s have the advantage of more f r equen t t u rnove r s . Great 

s t a p l e crops , the product ion of which extends, over a per iod of severa l 
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months must meet the requirements of consumption u n t i l the next season 's 

crops are produced. In order to prevent p o s s i b i l i t y of shortage, i t i s 

de s i r ab l e tha t there be a ce r t a in surplus held over from one crop 

pending the marketing of the next . I t i s important, however, t ha t the 

surplus held over be not too la rge or unwieldy, f o r the marketing of a 

crop and a half when the ordinary requirements ca l l f o r only one crop 

means a l o s s unless an unforseen abnormal demand should develop. The 

gradual and order ly marketing of great s tap le crops i s a mauler of 

importance both to producer and Consumer. The dumping upon the market 

w i th in a short period of time of a la rge pa r t of a crop, the consumption 

of which extends throughout the year , means not only l o s s to producers, 

o f t e n to those who can l eas t a f f o r d i t , but involves a lso a great s t r a i n 

upon our t r anspo r t a t i on f a c i l i t i e s and upon the banks in providing the 

funds necessary f o r l a rge purchases in advance of ac tua l requirements 

f o r consumption. The dumping of farm products promotes speculat ion 

and usua l ly r e s u l t s in higher p r i ce s to the u l t imate consumer. 
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I take t h i s occas ion to say that the members of the Federal Reserve 

Board, have a keen sympathy for the farmers i n the i r p r e s e n t -predicament 

and are des i rous of doing everyth ing they can l e g i t i m a t e l y and proper ly 

to h e l p them. I t i s imposs ib le , however, f o r any banking system to pro-

vide funds f o r wi thhold ing a l l s t a p l e crops e n t i r e l y from the market for 

any l e n g t h of t ime. The volume of our great s t a p l e crops i s so l a r g e 

and t h e i r va lue so great that any e f f o r t s to v a l o r i z e them by means of 

bank c r e d i t s would i n e v i t a b l y r e s u l t i n d i s a s t e r to the community i # general 

and to the farmer e s p e c i a l l y . Orderly marketing means marketing; i t means 

steady s a l e s and steady rurchases . Gradual s a l e s make p o s s i b l e the gradual 

l i q u i d a t i o n of debts , and as the maturity of so many o b l i g a t i o n s synchronizes 

wi th the marketing of s tap le crops, i t i s probably no exaggerat ion to say 

the l i q u i d a t i o n of a m i l l i o n d o l l a r s of farmers' indebtedness maans the 

l i q u i d a t i o n of four or f i v e m i l l i o n s d o l l a r s of general debts . Your con-

v e n t i o n w i l l no doubt consider means of prevent ing i n fu ture a r e p e t i t i o n 

of nresent c o n d i t i o n s . I nssuine that you w i l l cons ider cooperat ive 

marketing, greater d i v e r s i f i c a t i o n of orops, and the maturing of farmers 

o b l i g a t i o n s over per iods extending from October to March. I suggest a l so 

that you do not overlook the importance of minor crops as a means of g i v i n g 

the farmer an add i t i ona l turnover. I assume a l s o that you w i l l cons ider 

the p r o c e s s e s of marketing and a s c e r t a i n why i n many c a s e s commodities which 

are s o l d by the farmer at l e s s than the c o s t of product ion are s o l d to the 

u l t imate consumer at h igh p r i c e s . I am aware a l s o t h a t there i s much 

apprehension on the part' of farmers as to t h e i r current indebtedness . The 

present crops were produced at abnormally higji c o s t s and many farmers, no 

doubt, have s t u f f on hand f o r which there i s now no ready market, or which 

cannot be s o l d f o r enough t o l i q u i d a t e t h e i r debt s . Such a s i t u a t i o n c a l l s 

f o r the c l o s e s t cooperat ion between t h e farmer, and the merchant and banker 
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with whom he deals . I have no au thor i ty to speak fo r the banking b u s i -

ness i n general , but I do know that as a rule the banker r e a l i z e s t h a t 

the welfare of h i s own i n s t i t u t i o n depends upon the p rospe r i t y of the 

coirmunity in which h i s bazi' i s loca ted . The average banker i s averse 

to fo rec losures or other d r a s t i c methods of l i qu ida t i ng indebtedness,ex-

cept as a l a s t r e s o r t , and my opinion i s t ha t i f the farmer w i l l go to 

h i s b a r t e r or merchant c r ed i to r vJid make a frank statement of h i s condit ion, 

giving add i t iona l s ecu r i ty i f ava i lable and i f required, and agree to make 

gradual s a l e s of h i s produce as the market develops, applying the proceeds 

on h i s indebtedness, he w i l l be able to make arrangements for present p r e s s -

ing needs and f o r requirements for another season. Many farmers have had 

t h i s experience in years when there has been a crop f a i l u r e . This i s a year 

of Physical plenty and the farmers ' t roubles a r i s e from p r i ce derangements. 

The decl ine in p r i c e s of a l l ag r i cu l tu ra l s t ap les has been v e r y marked, and 

sorr.e may not be sa lable in the present circumstances a t any p r i c e . Such 

commodities, of course, must be ca r r i ed over for account of some one and 

they had b e t t e r be c a r r i e d f o r the account of the producer. Other s t ap les 

can be sold a t a p r i c e and gradual sa les of these s t ap le s w i l l , in my 

opinion, s t a b i l i z e the e n t i r e s i t u a t i o n . The resumption of a c t i v i t y on 

the r>art of woolen mi l l s and cotton m i l l s w i l l revive the demand f o r wool 

and cot ton, and the continued employment of labor w i l l s t imula te the demand 

f o r f o o d s t u f f s and a l l other farm products . 

I s h a l l not undertake to n r e d i c t the course cf p r i c e s but I w i l l say 

tha t -nrices are r e l a t i v e and that t a r r i n g shortages p r i c e s of a l l commodities 

and goods tend i n the long run to r i s e and f a l l together . While the decline 

in p r i c e s of the goods the farmer has to buy has not been conmiensurate with 

the slump which has taken place with respec t to h i s own products , there i s 

every reason to be l i eve t h a t within a short time these i n e q u a l i t i e s w i l l 
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adjus t themselves - e i t h e r the p r i ce of farm nroducts w i l l advance or 

the p r ice of other goods w i l l decl ine . Thms i n the event tha t there i s 

no subs t an t i a l improvement i n the -orice of farm products , i t seems cer -

t a in tha t the cost of producing next year1 s crops w i l l be g rea t ly reduced. 

While i t i s t rue tha t the grea ter volume of cur s t ap le grops and the 

l a rger p a r t of our manufactured goods are consumed a t home, the mainten-

ance of our export trade i s of the g rea tes t importance to farmers and 

manufacturers, f o r a b i l i t y to dispose of surplus products abroad i s a 

potent f a c t o r in the determination of the pr ice a t which goods are sold 

at heme. The great need of the world today i s peace and r ev iva l of the 

i ndus t r i e s of peace, the reestablishment of trade r e l a t i o n s between the 

na t ions , and in my judgment the surest means of r e l i e v i n g present conditions 

permanently l i e s in the development of cur fore ign trade upon a b a s i s of 

assured permanency. This subject i s too complex to admit of i t s d iscussion 

here , but I r e f e r to i t merely to emphasize the f a c t tha t the farmer i s 

v i t a l l y e f f e c t e d by things which l i e beyond h i s own horizon. All these 

mat ters are p ress ing fo r so lu t ion and are being considered by those i n 

adminis t ra t ive and l e g i s l a t i v e au thor i ty and by barking and trade organi-

zat ions a l l over the country. In the meantime i t i s most des i rable t h a t 

there be no f e e l i n g of undue depression or d i spa i r . Remember t h a t things 

are not as bad as they seem and tha t a morale which i t i s so necessary fo r 

an army to maintain i n a m i l i t a r y campaign i s j u s t as e s s e n t i a l i n f i g h t i n g 

against i n d u s t r i a l and business depression. Let us look on the b r i g h t side 

and tafce care before advocating measures which may seem to hold out promise 

of temporary r e l i e f to consider t h e i r u l t imate r e s u l t s . One of the most 

e f f e c t i v e u t t e rances of the P re s iden t - e l ec t during the recent campaign was 

h i s statement t ha t he favored "More business in Government and l e s s Govern-

ment i n bus iness" . WE mast remember tha t war-time measures are not generally 
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adapted to peace condit ions; but no matter what the course of l e g i s l a t i o n 

may be, the so lu t ion of our economic and f i nanc i a l problems wi l l depend 

mainly upon individual e f f o r t , and c a l l s f o r good judgment and forbearance, 

s e l f - r e l i a n c e and cooperation, and a display of courage and optimism, which 

a f t e r a l l , i s r e a l l y j u s t i f i e d by fundamental condi t ions . 
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PRICE REDUCTION OF IMPORTED ARTICLES 

That the f a l l in p r i c e s , which has recently become pronounced in the United Sta.tes.-a- i s not confined to t h i s country, but i s wel l 
iiigh world wide i n i t s opera t ion may be seen from an examination of monthly average import p r i c e s of commodities e n t e r i n g the United 
S t a t e s . These f i g u r e s , a summary of which f o r the most important commodities i s presented below, a r e based on the wholesale p r i c e 
of a r t i c l e s i n the marketgof the coun t r i e s from which they a r e imported: 

Monthly average import p r i c e s of s e l e c t e d a r t i c l e s . 

Ar t i c l e Unit 1919 1 9 2 0 

September December March June September October P r i n c i p a l Country from which imported. 

I 

pound 

ton 
fl 

$ Cocoa,crude 
Coffee 
Hemp 
Ju te and j u t e b u t t s 
Manila 11 

Sisa l g r a s s " 
Calf sk ins Pound 
Ca t t l e h i d e s 11 

Goat sk ins " 
y) India rubber " 

Olive o i l Gallon 
Pap or,newsp r i n t pound 
Si lk , raw « 
Sugar cane " 
Tea " 
Tin " 
Pulp, wood Cord 
Wood pulp ,unbleached ton 
Woo ,̂ c l o t h i n g pound 

.164 $ .156 $ .179 $ .168 $ .116 
• 24 .223 .215 . 2C6 .166 

5 8 2 . 2 5 3 3 5 . 3 0 U 3 0 . 5 0 4 5 6 . 6 6 5 4 5 . 6 0 
96.88 150.40 1 1 3 . 6 5 1 2 2 . 1 2 5 1 - 8 0 

225.90 237.93 300.80 346.71 292,53 
295.00 207.66 214.17 2 02.21 150.14 

^ 9 7 .577 .632 . 5 6 1 ,387 
-33 .363 .354 .341 . 2 5 5 
. 7 7 6 -3b6 1 , 2 1 1 . 1 9 . 9 5 ) 4 

. 3 7 2 . 4 5 2 . 4 5 3 .458 , 3 9 3 
2 . 1 3 2 . 1 6 2 . 5 4 3 . 2 6 3 . 0 1 

.0355 . 0 3 6 3 . 0 4 2 1 . 0 4 3 1 . 0 5 1 2 
8 .04 9 . 6 1 1 2 . 2 8 9 . 9 9 6 . 5 6 

.0555 .0651 .0832 .1611 .1501 

. 2 5 7 . 2 4 1 .243 . 3 0 5 . 2 6 4 

.534 . 5 4 1 . 5 6 6 , 6 1 5 . 5 5 1 
1 0 . 5 3 9 .85 1 0 . 3 5 1 4 . 1 2 14 .61 
7 3 . 7 0 7b . 85 7 7 - 8 0 1 1 4 . 8 3 1 4 2 . 1 0 

.473 -553 . 6 - 3 -&59 .437 

$ .117 B r i t i s h West Afr ica and Ecuador 
, l 64 B r a z i l , Central America and Colombia 

475.79 Ph i l i pp ines 
77 .55 I n d i a 

310.6R P h i l i p p i n e s 
125.98 Mexico 

-3o4 France, Dutch East Indies and India 
.222 Argentina, Canada 

.1.07 China and B r i t i s h India , Brazi l 
. 3 6 7 India and Braz i l 

3-11 Spain, I t a l y and France 
. 0552 Canada 

6 .42 Japan and China 
.1395 Cuba 
.266 Japan, India and China 
-522 S t r a i t s Set t lements 

14.93 Canada 
148.98 Canada and Sweden 

•4-33 Argentina, Uruguay, United Kingdom, Aus t ra l ia 
and B r i t i s h South A f r i c a . 

-rl 

s*. 
> 
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Decided reduct ions a re shown f o r many a r t i c l e s of food. Cocoa, 

f o r ins tance , worth about 18 cents; a pound in September of l a s t year 

was valued a t l e s s than 12 cents a pound in September and October of 

t h i s year . Coffee dropped in p r i ce from 24 cents in September, 1919, 

to 16.4 cents in October, 1930;,cane sugar, valued a t 5 .5 cents a pound 

in September of l a s t year , rose to 16.1 cents of June of the present 

year , but dropped below 14 cents in October; since tha t time a f u r t h e r 

p r e c i p i t a t e f a l l i s known to have occurred and the November p r i ce of 

sugar w i l l be l i k e l y to be only a l i t t l e higher than a year ago. The 

pr ice of o l ive o i l , on the other hand, was $3.01 per gal lon l a s t October, 

as compared wi th $3.13 in September, 1919. The October p r i ce , however, 

i s 15 centa a gal lon lower than the peak price shown f o r June. Tea i s 

a lso Somewhat more expensive than a year ago, but i t s p r i ce of 26.6 

cents a pound in October marks a percept ib le recess ion from l a s t June, 

when the average was 30.5 cent,# a pound. 

Notable dec l ines in p r i ce are shown f o r hemp, which was valued a t 

$475,79 a ton in October, compared wi th $545.60 in September of t h i s 

year , and $583.25 in September, 1919, f o r s i s a l grass , and f o r c a t t l e 

h ides , while goats skins have advanced in pr ice from 77,6 cents a pound 

in September of l a s t year to $1.07 - a pound in October of t h i s year. 

Rubber was somewhat cheaper than a year ago, and twenty per cent cheaper 

than l a s t Ju ly , Raw s i l k , which had r i s e n to $12.12 a pound l a s t March, 

had dropped to $6.42 a pound in October, and wool, which also was a t i t s 

maximum pr i ce in March, when i t averaged 66.9 cen ts a pound, had dropped 

to 43.3 centa a pound in October. 

Among the p r i n c i p a l commodities, f o r which advances i n p r ice are 

shown i s j u t e , which rose from $51.80 a ton in September to $77.55 a ton 

in October, but. i s s t i l l f a r below i t s maximum pr ice in June and below the 
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p r i ce shown f o r September, 1919; in view of the very poor ju te crop 

repor ted from India , i t I s poss ib le tha t a f u r t h e r advance in the p r ice 

of j u t e w i l l take p lace . The l a rges t and most cons is ten t p r i ce 

advances are shown f o r paper and the raw m a t e r i a l s from which i t i s 

manufactured. Paper rose from 3.5 cents a pound in September, 1919, 

to 5 .5 centa, in October of t h i s year; pulp wood rose from $10.53 to 

$14.93 a cord, and wood pulp from $73.20 to $148.98 a ton during the same 

per iod . In the case of paper, a growing world-wide demand combined with 

a decreasing supply of rayv mate r i a l s , r e s u l t s in a p r i ce movement a t 

variance with the general downward t rend. 

A column i s added in the tab le indicat ing the p r i nc ipa l count r ies 

from which each a r t i c l e i s imported and thus emphasizing the f a c t tha t 

the p r i c e movement under discussion enc i rc le s the world. 
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December 6, 1920. 
X-2084 a 

Dear S i r : 

The Federal Reserve Board has made arrangements 
t o i s sue the "brief ed i t ion" of the Federal Reserve 
Bu l l e t i n on or about the f i r s t of each month. Accordingly, 
the mimeographed statement of "business condi t ions" a s 
published i n the Bul le t in , which the Board has been f o r -
warding t o you monthly, w i l l be discontinued, A copy 
of the br ief ed i t ion , December i s sue , i s enclosed, and 
a s member of the Federal Advisory Council, you w i l l receive 
copies of t h i s ed i t i on regula r ly a s publ ished. 

Very t r u l y yours, 

Enclosure, 

R.G. Emerson. 
Assis tant t o Governor, 

To members of Fed. Adv. Council 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 9> 3.920, 
X-2086 

Subjec t : Wrapping and marking of f i r s t c l a s s n a i l . 

Dear S i r : 

There i s enclosed herewith, f o r your information 
and such a c t i o n a s you deem necessary, copy of l e t t e r to 
the Board from Honorable J<iC. Koons, F i r s t Ass is tant 
Postmaster General, and a l so copy oi l e t t e r addressed t o 
the F i r s t Assistant Postmaster General by the Baltimore 
loca l postmaster , with re fe rence to the insecure and 
i n s u f f i c i e n t wrapping and marking of f i r s t c lass n a i l 
packages containing checks sent through the mails between 
Federal Reserve Banks and Branches and t h e i r correspondents. 

Very t r u l y yours, 

R.G. Emerson 
Enclosures. Assis tant to Governor. 

To Chairmen of a l l F.R. Banks. 
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POST OFFICE DEPARTMENT 
F i r s t Ass is tant Postmaster General 

WASHINGTON 

December 4, 1920. 

Federal Reserve Board, 
Treasury Department. 

Gentlemen: 

There i s enclosed a copy of a l e t t e r dated November 29 
from the postmaster of Baltimore, Maryland, c a l l i n g a t t e n t i o n to 
the f a c t t h a t the envelopes or wrappers containing packages of 
checks, e t c . , sent by federa l Reserve Banks, branches amd cor res -
pondents, aire usual ly of such size and character t h a t they a r e 
ea s i l y mistaken f o r pa rce l £ost mail , and suggesting t h a t an 
order be issued f o r the proper wrapping of such packages and 
l a b e l i n g " f i r s t c lass" i n conspicuous l e t t e r s i n order t h a t there 
may be no delays i n the handling of such mai l . 

As you a re undoubtedly aware, when congestion occurs 
a t any point i n the pos ta l service preference in handling i s 
always given to f i r s t - c l a s s matter , and as i t w i l l unquestionably 
serve t o prevent vexatious and expensive delays, the suggestion 
of the postmaster of Baltimore i s f u l l y approved by the Depart-
ment, and your earnest cooperation in the matter w i l l be appreciated^ 

Respect fu l ly , 

COPY 

(Signed) J , C. KOONS. 

F i r s t Ass is tant Postmaster General, 
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Baltimore, Maryland. 
November 29, 1920. 

F i r s t Ass is tant Postmaster General* 
Division of Post Off ice Service, 

Washington, E.G. 

The envelopes, or wrapper s> containing shipments of checks 
between the Federal Reserve Banks, branches and t h e i r Correspondents, 
a r e f requent ly l a r g e r than ordinary l e t t e r s , and, in some ins tances , 
they a re wrapped so poorly and put up i n such shape t h a t they a r e 
eas i ly mistaken for parcel post na i l* One ins tance t h a t came under 
my observation was tha t of a l a rge package of checks from the Federal 
Reserve Bank of Saint Louis, to the Federal Reserve Bank Of New Yo.t*k> 
which was missent to Baltimore, Maryland, in a sack of parce l post 
mail; and ag^.in, r ecen t ly , the Federal Reserve Bank of Baltimore 
complained of the delay of two hours in the r ece ip t of a l a rge package 
of checks coming from Philadelphia, Pennsylvania; the delay, I 
bel ieve, was due to i t s being t r ea ted a s a parcel post package. 

I have to o f f e r the suggestion, if i t meets with your approval , 
tha t the Federal Reserve Board be induced t o issue a general order 
to the regional banks and t h e i r branches and a l s o reques t t h a t they, 
in turn , ask t h e i r correspondents, whenever a package of checks i s 
unusually l a rge , tha t the envelope or wrapper be p r in ted or stamped 
conspicuously "F i r s t Class". This, I be l ieve , w i l l prevent the mis-
treatment, to a l a rge extent , of such mail in f u t u r e , 

(Signed) SHERLOCK SWANN 

Postmaster. 
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TREASURY KPARTMEIIT 
vVASHIiTGTOn 

X-20S8 1 1 8 0 

December 6 , 1920. 

The Governor, 
Federal Reserve Board. 

S i r : 
By d i r e c t i o n of the Secre tary , you are advised tha t the Department 

has r e f e r r e d to the Auditor for the Treasury Department f o r sett lement the 
account of the Bureau of Engraving and P r i n t i n g f o r prepar ing Federal Reserve 
notes during the period November 1 to IToveriber 30, 1920, amounting to 
$312,561.15, as fol lows: 

Federal Reserve Notes, 1914. 
m $100 Total 

395,000 97,000 894,000 
Hew Y o r k . . . . . . . 461,000 135,000 — —— 1,130,000 

171,000 167,000 5,000 534,000 
C l e v e l a n d . . . . . . 257,000 211,000 19,000 4,000 805,000 

234,000 10,000 — 531,000 
Atlanta 25,000 11,000 80,000 
C h i c a g o . . . . . . . . 305,000 92,000 1,000 973,000 
S t . Louis 149,000 43,000 — » 511,000 

12,000 21,000 70,000 
Kansas C i t y . . . . . . . 34,000 10,000 44,000 

. . . 32,000 30,000 — 62,000 
San Franc isco . . . . . 415,000 

3,204,000 
74,000 48,000 537,000 San Franc isco . . . . . 415,000 

3,204,000 2,103,000 835,000 25,000 4,000 6,171,000 
6,171,000 sheets a t $50.65 $312,561.15 

The charges against the several Rederal Reserve Banks are as fo l lows: -
Conpen- P la te inc.Cdnr 

Sheets sa t ion . P r in t ing Materials pensat io# Total 
Boston 894,000 $15,019.20 $14,035.80 $3.2,167.34 $4,058.76 $45,281.10 
new York 1,150,000 18,984.00 17,741.00 15,379.30 5,130.20 57,234.50 
Phi ladelphia 534,000 8,971.20 8,383.80 7,267.74 2,424.36 27,047.10 
Cleveland 805,000 13,524.00 12,638.50 10,956.05 3,654.70 40,773.25 
Richmond 531,000 8,920.80 8,336.70 7,226.91 2,410.74 26,895.15 
At lanta 80,000 1,344.00 1>256.00 1,088.80 363.20 4,052.00 
Chicago 973,000 16,346.40 15,276.10 13.242.53 4,417.42 49,282.45 
S t . L o u i s . . . . . . . 511,000 8,584.80 8,022.70 6,954.71 2,319.94 25,882.15 
Minneapo l i s . . . . . 70,000 1,176.00 1,099.00 952.70 317.80 3,545.50 
Kansas City 44,000 739.20 690.80 598.84 199.76 2,228.60 
Dallas 62,000- 1,041.60 973.40 043.82 281.48 3,140.30 
San Francisco... 537,000 9,021.60 8,430.90 7;308.57 2,437.88 27,199.05 

6,171,000 103,672.80 96,884.70 83,987.31 28,016.34 312,561.15 

The Bureau appropriat ions w i l l be reimbursed in the above amount from 
the inde f in i t e appropr ia t ion "Preparat ion and Issue of Federal Reserve notes , 
Reimbursable", and i t i s requested tha t your Board cause such i n d e f i n i t e appro-
p r i a t i o n to be reimbursed in l i ke amount. 

R: e jec t f u l l y , 
S. P. G i l b e r t , J r . 

Ass is tant Secre tary of the Treasury. 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 11, 1$20. 
X-2089 

Subject : L i s t of O f f i c e r s and Employees of Federal 
Reserve Banks a s of January 1, 1^21. 

Dear S i r : 

Since several of the Federal Reserve Banks have d i s -
continued the p lan of a d j u s t i n g s a l a r i e s of o f f i c e r s and em-
ployees a s of January 1 and July 1 of each year, the Board w i l l 
not p resc r ibe a uniform method for submitting recommendations 
as of January 1, 1921, but des i r e s t h a t those banks which s t i l l 
continue to a d j u s t s a l a r i e s semi-annually follow the form as 
out l ined in the Board's l e t t e r of December 2, 1$19, X-1739* 

I t i s the Board's des i re , however, tha t a l l Federal 
Reserve Banks submit a statement as of January 1, 1921, g iving 
the following informat ion: 

Department 

Date of Present Annual 
Empl oyjient Name Pos i t ion Salary 

This l i s t should show a l l employees of each department, inc luding 
the War Savings Organization and the Fiscal Agency Department, and 
employees not assigned to any p a r t i c u l a r department. In those cases 
where s a l a r i e s a r e reimbursable, e i t h e r i n whole or i n p a r t , by the 
Treasury Department, i t i s requested tha t note be made to t h i s e f f e c t . 

Also, p lease show on a separate sheet a r e c a p i t u l a t i o n by 
departments, giving the fol lowing information: 

Number of • Total Annual 
Department Employees Salary 

This r e c a p i t u l a t i o n should be footed and show grand t o t a l s . 
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In add i t i on t o the foregoing information the Board d e s i r e s 
t h a t you submit an add i t i ona l memorandum covering the du t i e s assigned 
to each o f f i c e r of the Bank and the departments which a r e operated 
under h i s general supervision or immediate d i r ec t ion ; a l s o a des-
c r i p t i o n of the du t i es of employees rece iv ing s a l a r i e s of $3,000 or 
more per annum, who are engaged i n special work f o r the Bank but who 
are not assigned to any p a r t i c u l a r department, s t a t i n g the r a t e of 
compensation, and whether or not the employee devotes h i s e n t i r e time 
to the work of the Reserve Bank, 

The Board .desires f u r t h e r t h a t the memorandum include a br ief 
desc r ip t ion covering the scope of the work of each department, i t s 
subdivis ions , the name of the o f f i c e r or employee in charge of each 
department or subdivision, the names of h i s p r inc ipa l a s s i s t a n t s , and 
the name of the o f f i c e r of the Bank who has general supervis ion of the 
operat ion of the department. To secure uni formity , i t i s suggested 
t h a t t h i s information be furn ished i n accordance with the a t t ached 
form. 

Very t r u l y yours, 

Enclosure, Governor. 
(X-156la) 

To Chairmen of a l l F.R. Banks. 

# 
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.BEPAlgrr,SKT: Discou.it Department 

SCOPE: General, but b r i e f desc r ip t ion of the 
work of the department. 

GENERAL SUPERVISION: 

Deputy Governor. 

IMMEDIATE SUPERVISION: 

Ass i s t an t Cashier. 

MAMSEE: 

ASSISTANT MANAGER: 

PIVISIONS: In 6harge Ass i s tan t 

Lorns to nember banks, unsecured 

Logins to member banks, Government c o l l a t e r a l 

Member bank promissory notes 

Acceptances purchased — ' 

Rediscounts with or f o r other Federal 
Reserve Banks 

Custody of c o l l a t e r a l 

Records 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

X-2090 

December 1 6 , 1920. 

SUBJECT: ASSESSMENT FOE GENERAL EXPENSES OF THE EBIEBAL RESERVE BOARD, 
JANUARY 1 TO JUIE 30 , 1921. 

Dear S i r : -

The re i s i n c l o s e d h e r e w i t h f o r your i n f o r m a t i o n and a t t e n t i o n 
copy of a r e s o l u t i o n adop ted b y the F e d e r a l Reserve Board a t a m e e t i n g 
h e l d on December 1 6 , 1920, l e v y i n g a n a s ses smen t upon t h e s e v e r a l F e d e r a l 
Reserve Banks of a n amount e q u a l t o twelve h u n d r e d t h s of one p e r c e n t 
( .0012) of t h e t o t a l p a i d - i n c a p i t a l s t o c k and s u r p l u s of such banks t o 
d e f r a y t h e e s t i m a t e d g e n e r a l expenses of t h e F e d e r a l Rese rve Board f rom 
J a n u a r y 1 t o June 30 , 1921. 

The re i s a l s o i n c l o s e d a s t a t e m e n t showing t h e b a s i s upon •which 
the assessment i s . l e v i e d . 

The assessment s h o u l d be computed upon your p a i d - i n c a p i t a l 
and s u r p l u s a s of c l o s e of b u s i n e s s December 31 , 1920, t h a t i s , upon 
c a p i t a l p a i d - i n as shown by your books on t h a t d a t e , and s u r p l u s a f t e r 
ad jus tmen t i n acco rdance w i t h c i r c u l a r l e t t e r S t , 1641, d a t e d December 
11, 1920. 1 

1 have t h e h o n o r t o r e q u e s t t h a t you b r i n g t h i s m a t t e r t o t h e 
e a r l y a t t e n t i o n of t h e Board of D i r e c t o r s of your b a n k , and d e p o s i t one 
h a l f of t h e amount of your a s sessmen t i n t h e Genera l Account* T r e a s u r e r , 
U. S . , on you r books on J a n u a r y 1 , 1921, and o n e - h a l f on March 1 , 1921, 
i n each i n s t a n c e i s s u i n g a c /D on Forai 1 , N a t i o n a l Banks , f o r c r e d i t of 
" S a l a r i e s and E x p e n s e s , F e d e r a l Reserve B o a r d , S p e c i a l Fund" , assessment 
f o r g e n e r a l e x p e n s e s . 

K i n d l y send d u p l i c a t e C/D t o F e d e r a l Rese rve B o a r d , t o g e t h e r 
w i t h a s t a t e m e n t of your c a p i t a l and s u r p l u s u s e d a s a b a s i s f o r t h e 
a s s e s s m e n t . 

Very t r u l y y o u r s , 

I n c l o s t u r e s . F i s c a l Agen t , 
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RESOLUTION LEVYING ASSESSMENT 

Whereas, tinder Sect ion 10 of the ac t approved 
December 23, 1913, and known as the Federal Reserve Ac t , 
the Federa l Reserve Board i s empowered to levy semi-an-
nual ly upon the Federal Reserve Banks in propor t ion to 
t h e i r c a p i t a l s tock and surplus an assessment s u f f i c i e n t 
to pay i t s est imated expenses, including the s a l a r i e s of 
i t s members, a s s i s t a n t s , at torneys» expe r t s , and employees 
fo r the ha l f year succeeding the levying of such a s ses s -
ment , together with any d e f i c i t gprr ied forward from the 
preceding h a l f year ; and 

Whereas, i t appears from es t imates submitted and 
considered tha t i t i s necessary that a fund equal t o twelve 
hundredths of one per cent (,0012) of the t o t a l p a i d - i n 
c a p i t a l s tock and surplus of the Federal Reserve Banks be 
created f o r the purpose here inbefore descr ibed, exclus ive 
of the cost of engraving and p r i n t i n g of Federal Reserve 
no te s ; How, t h e r e f o r e , 

Be i t resolved, That pursuant t o the a u t h o r i t y 
vested in i t by law, the Federal Reserve Board hereby 
l e v i e s an assessment upon the severa l Federal Reserve Banks 
of an amount equal to twelve hundredths of one per cent 
(,0012) of the t o t a l p a i d - i n c a p i t a l and surplus of such 
banks as of December 31, 1920, and the F i s c a l Agent of the 
Board i s hereby authorized to co l l ec t from sa id banks such 
assessment and execute , i n the name of the Board, r e c e i p t s 
f o r payments made. such assessment w i l l be co l l ec t ed i n 
two ins ta l lments of one-half each; the f i r s t ins ta l lment 
to be pa id on January 1, 1921, and the second ha l f on 
March 1, 1921, 
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X-2090b 

EST M A M FOB JAMJARY, 1 9 2 1 . ASSESSMENT. 

Average monthly encumbrance f o r pe r iod , 
Ju ly 1, 1920, to December 31, 1920: 

Personal s e r v i c e s , . . . . $42,908.56 
ITon-personal s e r v i c e s , . . . . . . . 20,546.60 $55,455 

Est imated requirements f o r December, 1920,. 67,696 
Estimated monthly requirements .January to j tme, 1921: 

Personal s e r v i c e s , $>50f200 
Non-personal s e rv i ces , 15<,000 65,200 

Est imated monthly decrease as compared with 
December, 1920 (Occasioned by completion 
of vaul t t e s t s ) , . . . . . . . . . . . . . . . . . 2,496 

Tota l est imated requirements,January to Ju ly ,1921 , inc lus ive , 391,200 
Est imated unencumbered balance, December 31, 7.920, . . . . . 40,000 

Amount to be r a i s e d by assessment, . . . . . . . . 351,200 

Estimated p a i d - i n c a p i t a l and surplus of Federal Reserve 
Banks, as of January 1, 1921, . . . . $294,000,000 

An assessment of twelve hundredths of one pe r cent 
(.0012) w i l l produce, 352,800 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

X-2091 

December 17, 1920. 

SUBJECT: Proposed Legis la t ion Es tab l i sh ing a Maxiaujn 
Federal Reserve Bank Discount Rate. 

Dear S i r : 

There i e enclosed herewith f o r your information copy 
of a l e t t e r i n reply to a communication from the Chairman 
of the Senate Committee on Banking and Currency, reques t ing 
an expression of the views of the Federal Reserve Board 
with regard to a b i l l recent ly introduced in the Senate 
which, if enacted, would f i x the maximum ra te of i n t e r e s t 
or discount which Federal reserve banks could charge member 
banks in any cont rac t , agreement or any other f i n a n c i a l 
t r an sac t i on had with them a t f i ve per centum per annum. 

Very t r u l y yours, 

G O V E R N O R . 

To the Chairmen and Governors of a l l F.R.Bs. 
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December 3.6, 1920; 

Dear Mr. Chairman 

Tou have requested the views of the Federal Reserve Board with 
regard to Senate B i l l No. 4$60, which, i f enacted, would f i x the 
maximum r a t e of i n t e r e s t or discount which Federal Reserve Banks could 
charge member hanks i n any con t rac t , agreement, or any o the r f i n a n c i a l 
t r a n s a c t i o n had with them at f i v e per centum per annum. 

The Federal Reserve Board des i r e s to put i t s e l f on record as 
una l t e rab ly opposed to t h i s b i l l or to any other b i l l which in any 
way attempts to l imi t the power now vested in. i t and in the Federal 
reserve hanks to regu la te the r a t e s of discount which those banks 
may charge. 

I t i s e s s e n t i a l t o the proper funct ioning of any c e n t r a l banking 
system tha t the c e n t r a l bank or banks of discount s h a l l hslve complete 
con t ro l over t h e i r r a t e s . This control over r a t e s in normal times i s 
the usual and most e f f e c t i v e means of p ro tec t ing the gold reserves of 
a country aga ins t withdrawals f o r fo re ign account, and in domestic 
t r ansac t ions i t insures the accummulation in normal tiroes of a reserve 
s u f f i c i e n t t o meet the seasonal and emergency demands of the c e n t r a l 
hank or banks. I t i s the general p rac t i ce of cen t r a l banks to f i x 
t h e i r r a t e s s l i g h t l y above the market r a t e s . This i s p a r t i c u l a r l y 
t rue of the Bank of England and in view of the f requent re fe rences 
which are made to t h i s i n s t i t u t i o n in public d i scuss ions i t may be of 
i n t e r e s t to review i t s experience in the matter of discount r a t e s s ince 
the passage of the Bank Act of 1844, as shown by the t ab le on page 33 
in a book e n t i t l e d "Bank Rate and the Money Market" by R. H. 2ng l i s 
Palgrave, F.R.S. The ahnual average bank ra te of the Bank of England 
during the years 1845 to 1871, inc lus ive , was higher than the annual 
average market r a t e in s ix teen of the twenty-six years and was lower 
than the annual average market ra te in the other ten years , bu t from 
the year 1872 to the end of the period covered by the t ab l e , 1900, the 
average Bank ra te was h igher than the average market ra te in every yea r . 
From 1900 down t o the present time the average Bank ra t e has continued 
to be h igher than the average market r a t e . 

Up to the year 1833 the Bank of England whs subject to the usury 
laws. In h i s book e n t i t l e d "Essai Sur La Fondation Et L 'His to i re de 
l a Banque D 'Angleterre , 169U - 1844" Dr. A. Andreades, of the Univers i ty 
of Pa r i s , r e f e r s , on page 3Si, to the re lease of the Bank from the 
app l i ca t ion of the usury laws and descr ibes the condi t ions which led to 
t h i s ac t ion by "Parliament. The condi t ions then e x i s t i n g in England 
w e r e n ° t a l t o g e t h e r unl ike present condi t ions in t h i s country, and i t i s 
noteworthy tha t ins t ead of attempting to impost r e s t r i c t i o n s upon the 
Bank, Parl iament l i b e r a l i z e d i t s powers and re l i eved i t from the old 
r e s t r i c t i o n s which had se r ious ly impaired i t s e f f i c i e n c y in dea l ing with 
the s i t u a t i o n . 

In explanat ion of the f a c t t h a t the discount r a t e s of the Federal 
reserve banks are a t the present time below the market r a t e s i t may be 
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appropriate to quote the following from an address which I made to the 
American Farm Bureau Federation a t Indianapolis on December 7, 1920: 

"Normally the discount ra te of a Federal reserve hank 
should not control the ra tes a t which member hanks loan money 
to t h e i r customers. In the countr ies which have cen t ra l "banks 
there i s a well-estaiblished policy tha t the cen t ra l hank d i s -
count ra te should he maintained a t a f igure s l i g h t l y in excess 
of the current market r a t e . The wisdom of such a pol icy i s ap-
parent f o r i t e l iminates a l l considerat ion of p r o f i t i n red i s -
count t ransact ions and gives the cen t r a l hank b e t t e r control 
over i t s owe reserves and causes the banks which deal with the 
publ ic to r e ly to a grea ter degree upon t h e i r own resources in 
extending accommodations while s t i l l a f fording them an ou t le t 
f o r any undue accummulation of loans. Because of the exigencies 
of war f inancing, i t has not been pract icable f o r the Federal 
reserve banks up to t h i s time to adopt t h i s po l icy and as a rule 
Federal reserve bank discount ra tes are lower than the r a t e s 
charged by member banks. I t i s bel ieved tha t condit ions are 
gradually ad jus t ing themselves so tha t Federal reserve bank r a t e s 
may be maintained at a level s l i g h t l y higher than current rates 
not only without any disturbance t o commerce and business but 
to t h e i r d i s t i n c t b e n e f i t . In f a c t , t h i s adjustment has already 
begun in some c i t i e s where member banks have reduced t h e i r rates 
on commercial paper". 

The enactment of a law f ix ing the maximum ra t e to be charged by 
Federal reserve banks a t f i ve per cent would, of course, make i t im-
possible to br ing t h i s necessary correc t ive p r inc ip le in to permanent 
operat ion, f o r i t would be e f f e c t i v e only a t times when current market 
ra tes f o r money might f a l l below f i v e pe r cent . The Board des i r e s to 
c a l l your a t t en t i on to the f a c t tha t only three Sta tes - I l l i n o i s , 
Louisiana, and Michigan - have a legal rate of i n t e r e s t as low as 5$ 
and i n each of these S ta tes a higher contract r a t e i s permissible -
I l l i n o i s and Michigan, 7^, Louisiana, 8$. In th i r ty- two Sta tes the 
legal ra te of i n t e r e s t i s 6$; seven States have a lega l ra te of 7$» 
and in s ix States and in the D i s t r i c t of Columbia the l ega l ra te ef 
i n t e r e s t is 0$. In eleven Sta tes - Arizona, Arkansas, F lor ida , Kansas, 
Minnesota, Nebraska, North Dakota, Oklahoma, Oregon, Texas and Wisconsin 
a contract r a t e of 10% i s allowed, and in ten other Sta tes - Colorado, 
Connecticut, Idaho, Montana, Nevada, New Mexico, South Dakota, Utah, 
Washington and Wyoming — 12$ i s the contract r a t e . In seven Sta tes -
Georgia, Indiana, Iowa, Miss iss ippi , Missouri, Ohio and South Carolina -
having a le.^al r a te of l e s s than 8$, a contract ra te of 8$, i s allowed. 
Four S ta tes - Ca l i fo rn i a , Maine, Massachusetts and Rhode Island - permit 
any ra te to be charged under cont rac t , and in New York 
any ra te agreed upon i n wr i t ing i s l ega l on c o l l a t e r a l demand loans of 
*5i000 and over. 

The theory tha t discount t ransac t ions should y ie ld a p r t f i t to 
the member banks i s a f a l l a c y which owes i t s wide credence in pa r t to 
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the f a c t tha t the Federal reserve "banking system, which has some of 
the a t t r i b u t e s of a c e n t r a l banking system, i s comparatively new, and 
p a r t l y to the abnormal times through which we have passed, the i n e v i t a -
b le e f f e c t s of which are now being experienced. The f a c t i s , however, 
tha t the p o t e n t i a l p r o f i t s of the member banks should not be permit ted 
to inf luence the determination of the Federal reserve bank r a t e s . On 
the con t ra ry , member banks should r e ly mainly upon t h e i r own resources 
in normal times i n order tha t when seasonal and emergency demands do 
a r i s e the reserves of the Federal reserve banks may be ava i lab le to 
meet those demands and s u f f i c i e n t to prevent the emergencies from devel -
oping i n t o panic cond i t ions . In t h i s connection your a t t e n t i o n i s 
inv i ted to an e d i t o r i a l which appeared in the Dallas (Texas) Morning 
News of Fr iday, June 11, 1920, copy of which is enclosed herewith . 

If Federal reserve bank ra t e s we re f ixed a t 5$ at the present 
time there would undoubtedly be a very strong incent ive to the member 
banks to u t i l i z e t o the utmost the rediscount f a c i l i t i e s of the Federal 
reserve banks, because in an 8$ money market there would be a spread of 
3$ between tha t r a t e and the Federal reserve bank ra te which would r e -
present a p r o f i t to be derived by the member banks on rediscount t r a n s -
ac t ions . In s t a t e s which have no important f i n a n c i a l cen ters but in 
which r a t e s as high as ten and twelve per cent , are authorized by law, the 
incentive to rediscount with the Federal reserve banks would be even great® r 

I t i s the opinion of the Federal Reserve Board, confirmed by pas t exper-
ience, tha t the lowering of the Federal reserve bank r a t e s to 5$ would 
have but very l i t t l e if any e f f e c t on the market r a t e s which could not be 
f ixed by l e g i s l a t i v e enactment but which are determined by the i nev i t ab l e 
operat ion of the law of supply and demand. Nor are banks gene ra l ly i n -
cl ined - p a r t i c u l a r l y banks in a g r i c u l t u r a l sec t ions - to give t h e i r 
customers the b e n e f i t of Federal ' reserve bank discount r a t e s . I t should , 
be borne in mind also that with Federal reserve bank r a t e s a t 5$ the 
ihcent ive to speculat ion would increase the demand f o r c r e d i t and the 
ne t r e s u l t would be tha t borrowers f o r legi t imate commercial and a g r i -
c u l t u r a l purposes would f i n d i t d i f f i c u l t and expensive t o obtain c r e d i t . 
Ult imately, of course, the l imi t of expansion would be reached, and i n 
the Board's opinion i t would be reached within a very short time, f o r 
i t must not be fo rgo t t en tha t there are about $25,000,000,000 of Govern-
ment obl iga t ions ava i lab le as c o l l a t e r a l f o r loans e l i g i b l e f o r rediscount 
by Federal reserve banks. If the l i m i t of expansion should be reached, 
the Board be l i eves tha t a condi t ion of depression i n f i n i t e l y more ser ious 
and more widespread than tha t now e x i s t i n g would fo l low. . 

The Board c a l l s the a t t e n t i o n of the Committee to the f a c t t h a t the 
b i l l under cons idera t ion would operate as a repeal of the provis ions of 
Section 11 (c) of the Federal Reserve Act which requi re the Federal 
Reserve Board to impose a graduated tax, upon a Federal reserve bank 
whenever i t s reserves f a l l below a spec i f i ed minimum, the Federal reserve 
bank being required " t o add an amount equal to sa id tax to the r a t e s of 
i n t e r e s t and discount f i x e d by the Federal Reserve Board". If the b i l l 
under cons idera t ion were enacted, f i v e p e r ' c e n t would be the maximum 
ra te a Federal reserve bank could charge even i f i t s reserves were 
rap id ly dwindling to the vanishing p o i n t . 

In conclusion and by way of summary, if t h i s b i l l should become a 
1 m i t i s the Board's f i rm b e l i e f t ha t the Federal reserve banks would 
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find i t impossible while functioning in a normal way to protect their 
gold reserves, that the Federal reserve system would within a very short 
time cease to be in any sense a reserve system and would, become a mere 
instrument for the acceleration and perpetuation of expansion, and that 
a wholesale scramble for the funds of the Federal reserve banks would 
ensue which would leave those banks only two alternatives - one, to lend 
their funds at the rate prescribed until the exhaustion of their re-
serves had been completed* and the other to f i x a def inite l imit upon 
their total volume of loans, thus adopting a rigid system of credit 
rationing# In the one case they would reach a point where they Would 
be unable to make further rediscounts no matter ho* insistent "or 
meritorious the demands might be, and in the other they would find i t 
necessary to place a l l applications for discount accommodations on 
a waiting l i s t until repayment of prior loans made new funds available. 

Very truly yours, 

V. p . G. BARDIW* 

Governor. 

Hon. George P. MiLean, Chairman, 
Committee On Banking and Currency, 

United States Senate. 
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WHEREAS the Department of State on July 1, 1920, made the following 

announcement: 

"The restrict ions which have heretofore stood in the way of trade 
and communication with Soviet Russia were today removed by action of 
the Department of State. Such »f these restrictions,' however, as per-
tain to the shipment of materiale susceptible of: immediate use for 
war purposes wi l l , for the present at l eas t , be maintained. 

"Political recognition, present or future, of any Russian authority 
exercising or claiming to exercise governmental functions, i s neither 
granted nor implied by this action. It should be emphasized, moreover, 
that individuals or corporations availing themselves of the present op-
portunity to trade with Russia wi l l do so on their own responsibility 
and at their own risk. The assistance which the United States can nor-
mally extend to i t s c i t izens who engage in trade or travel in some 
foreign country whose government i s recognized by the United States can 
not be looked for in the present else, since there i s no o f f i c i a l or 
representative Russian authority with which th i s Government can maintain 
those relations usually subsisting between nations. 

"The action which the United States i s now taking in no wise consti-
tutes a recognition of the validity of industrial or commercial conces-
sions granted by any exist ing Russian authority. American cit izens 
availing themselves of the present relaxation of restr ict ions are warned ; 
against the risks incident to the acceptance of commodities or other 
values, the t i t l e to which may later be brought into question. 

"The situation which at present prevails, relative to travel from 
or to Russia, wi l l be unaffected by the removal of trade restrict ions. 
Passports for Russia can not be Issued, nor wi l l any change be made in 
the visa regulations now in force. 

"Since i t i s not desirable at th is time to undertake negotiations 
with the Soviet Postal authorities, .the Post Office Department wi l l 
be unable to accept mail from or to Soviet Russia. There has never 
been any parcel post convention between the United States and Russia 
and this mode of forwarding goods i s , therefore, unavailable." 
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AND 1HEREAS a l l restrict ions imposed upon the export of coiufbullion 

an4 currency from the United States to certain specified countries were 

removed by Proclamation of the President on June 26, 1919# except as to 

that part of Russia under control of the so-called Bolshevik government, 

which Proclamation continued in force a l l prohibitions against dealings or 

exchange transactions in Russian rubles, transfers of credit, or exchange 

transactions with that part of Russia unde» the control of the so-called 

Bol shevik government to the extent deemed advisable by the Secretary of the 

Treasury and the Federal Reserve Board, 

THEREFORE BE It RESOLVED by the Federal Reserve Board thSt in Vier 

of the fact that the" Department of State has removed the restrict ions which 

have heretofore stood in the way of trade and communication with Soviet 

Russia and has advised that in order to make i t s action of force .and e f f e c t 

the present restrict ions on credit and exchange transaction should be re-

moved, the Federal Reserve Board, concurrently with the Secretary of the 
- V 

Treasury announces that a l l rules and regulations issued or prescribed in 

connection with such transactions are hereby suspended for the time be$p6» 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

X - 2 0 9 3 

Deoember 20,1920. 

Subject: Payment of Extra Compensation to Itaployees. 

Dear Sir: 

In connection with the payment to i t s employees of 
extra compensation for the l a s t s ix months of the present 
year, one of the Federal Reserve Banks has advised the 
Board that i t proposed at the time of making such payment to 
inform each employee that i t i s possible that the reduction 
in the cost of l i v ing in the immediate future w i l l be such as 
not to j u s t i f y extra compensation hereafter and that employees 
of the bank should not expect a continuance thereof, 

I t seems to the Board that there i s sound bas is for 
th i s action on the part Of the Federal Reserve Bank in question, 
and i t i s ca l l ing your attention to the matter with the request 
that i t be advised of what consideration, i f any, your directors 
have given to the necess i ty of continuing your present practice 
of paying bonuses or extra compensation to employees of your 
bank. 

Very truly yours, 

G o v e r n o r . 

Chairmen and Governors of a l l F.R.Banks - EXCEPT PHILADELPHIA. 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

X-2094 

December 20, 1920. 

SUBJECT: Correction in fioard's l e t t e r (X-2091) 

Dear Sir: 

Referring to Board's l e t t e r (X-2091), forwarding 
copy of Board's l e t t e r of December l6th to the Chairman of 
the Seriate Committee oa .Becking and Currency, I would state 
that my attention has been cal led to the fac t that while i t 
was the law in Pennsylvania a few years past that any rate of 
interest agreed upon in writing was legal on co l la tera l 
demand loans of $5,000 and over* this law was changed some 
time ago "by an / e t of the Legislature and at the present time 
the maximum rate of interest in Pennsylvania on loans of 
every character i s 9fo. I t i s requested, therefore, that in 
the copy Of the l e t t e r to the Chairman of the Senate Committee 
on Banking and Currency forwarded to you, you strike out the 
words "and Pennsylvania", contained in the fourth l ine froifi 
the "bottom of Page 2 . 

Very truly yours. 

G o v e r n o r . 

Chairmen and Governors of a l l F.R.Banks 
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(Copy) X-2095a 

December 21, 1$20. 

My dear Sir: 

In compliance with the request made in your l e t t e r of December 
l4th, for information regarding the amount of actual agricultural 
paper rediscounted during the years 1919 and 1920 (to date), based on 
agricultural production and sales of the respective years, I have the 
honor to submit herewith copy of a tabular statement compiled from 
telegraphic data received from a l l Federal reserve banks, excepting the 
Federal Reserve Banks of New York and San Francisco. Figures from the 
Federal Reserve Bank of San Francisco have not yet been transmitted to 
the Board but w i l l be sent you separately as soon as received. The 
Federal Reserve Bank of New York states that i t has never c l a s s i f i e d i t s 
discounted paper with reference to industries represented by makers of 
notes rediscounted, and i s , therefore, unable to furnish the information 
desired promptly, even approximately. In view, however, of the very 
small amount of farmers1 paper discounted in the New York Di s tr i c t , i t 
i s not believed the omission of the New York data seriously impairs the 
value of the statement. 

Section 13 of the Federal Rdserve Act provides that notes, drafts 
and b i l l s drawn or issued for agricultural purposes or based on l i v e 
stock, having a maturity of not longer than six months, are e l i g i b l e for 
rediscount by a Federal reserve bank, the' l imit of maturity l.n a l l other 
cases being ninety days. The Federal reserve banks rediscount large 
amounts of agricultural paper which has a maturity of not exceeding 
ninety days, but such paper i s c l a s s i f i e d with other paper of l ike 
maturity. Therefore, agricultural and l ivestock paper, as shown by the 
Federal reserve banks, applies only to paper having a maturity of longer 
than ninety days. The Board receives th i s information from day to day 
and the amount of agricultural and l ivestock paper under discount a t each 
Federal reserve bank - that i s , paper having a maturity of from ninety 
days to six months - i s published each month in the Federal Reserve 
Bulletin. The special f igures furnished by the Federal reserve banks in 
accordance with your request are in a l l cases estimates, no exact f igures 
of the to ta l volume of loans for agricultural purposes being avai lable at 
the Federal reserve banks. In the f i r s t place, most of the borrowing at 
Federal reserve banks by member banks during the year 1919 and a consider-
able proportion of these borrowings during the current year has been in 
the form of the borrowing bank's own notes, secured by Government obliga-
tions or by commercial, industrial and agricultural paper. It i s known 
that member banks in New YorkCity have made large loans to their corres-
pondent banks throughout the country, and i t i s reasonable to suppose that 
part of the proceeds of such loans have been applied by the borrowing 
banks for agricultural purposes, but i t i s impossible to s tate the amount. 
The same i s true with respect to loans made by member banks in Chicago, 
St, Louis, Minneapolis, Kansas City, New Orleans, and other f inancial 
centers throughout the country. Non-member state banks lend large sums 
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in the aggregate for agricultural purposes, but as they have no deaJ.ings 
with the Federal reserve banks their loans to farmers are not ref lected 
in the f igures furnished by the Federal reserve banks, although i t i s 
a fact that a l l Federal reserve banks have been lending a large amount 
to member banks, which have in turn rediscounted paper for non-member 
banks. It should be borne in mind also, that the total amount of far-
mers' notes rediscounted by Federal reserve banks gives no indication of 
the amounts advanced by the Federal reserve banks to finance the production 
and sale of farm products, since large amounts advanced to member banks 
in other d i s t r i c t s on commercial and industrial paper are used by these 
banks for loans to agricultural in teres t s . Only the Federal Reserve 
Banks of Richmond, Atlanta, St, Louis and Minneapolis have taken account 
of loans of th i s character by increasing proportionately the amounts 
formally classed as farmers' paper. 

In view of these facts , i t i s evident that the compilation trans-
mitted herewith i s valuable merely as indicating the increased amount 
of agricultural paper rediscounted by the Federal reserve banks for member 
banks during the year 1920 over the year I919. 

The Board transmits also a table prepared from figures published in 
the Federal Reserve Bulletin, showing the holdings by each Federal 
reserve bank on the l a s t Friday in each month during the years 1919 and 
1920 of paper classed by the Federal reserve banks as agricultural and 
l ivestock paper. This c la s s i f i ca t ion does not include anything but 
notes having a maturity of longer than ninety days. It w i l l be noted 
that there has been a steady increase in these holdings since the be-
ginning of the present year and that th i s increase has continued a f ter 
October of the present year, while in 1919 normal reductions from the 
high September f igures are shown during the months of October, November, 
and December. The increased holdings of agricultural paper by the 
Federal Reserve Bank of Boston during July and August of the present 
year represent in the greater part paper held under rediscount for other 
Federal reserve banks. The comment made regarding the incompleteness 
of the f igures in the f i r s t table apply with equal force to the f igures 
in the table showing the monthly holdings, which are exclusive of the 
Federal reserve bank holdings of non-agricultural paper, the proceeds of 
which may have been used by member banks to finance production and sales 
of agricultural s taples . 

Very truly yours, 

(Signed) W. P. G. Harding, 

G o v e r n o r . 

Hon. A, J. Gronna, Chairman, 
Committee on Agriculture and Forestry, 

United States Senate. 
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^4 ESTIMATED AMOUNTS OF PAPER REDISCOUNTED WITH FEDERAL RESERVE BANKS BASED ON PRODUCTIOK AND SALES OF FARM PRODUCTS 

Federal Reserve Bank: 1919 : 1920 : REMARKS 

Boston 

New York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.Louie 

Minneapolis 

Kansas City 

$ 2,642,000 $ 4,979,000 

No data 

2> 971,000 

612,000 

3,580,000 

(a) 
1, 753, 000 

102, .000,000 325, 000, 000 

91,300,000 

47,263,000 

(a) 
220, 000,000 

75,000,000 

123,451,000 

(a) 
230,000,000 

128,408,000 

(a) ' 
665,000,000 

225,000, 000 

229,432, 000 

These figures confined t© farm and dairy loans and do not 
include large amounts advanced in cotton,wool and similar l i n e s . 

Figuree are confined to s t r i c t l y agricultural paper, omitting 
the paper of wool dealers, cotton merchants, produce dealers 
packers, agricultural implements, and f e r t i l i z e r concerns. 

Total agricultural and l ive-stock paper discounted.These figures 
do not re f l ec t accommodation granted to agricultural interests as 
many members borrow on U.S. securi t ies to afford accommodation to 
agricultural borrowers. 

Figures include estimated amount of commercial and industrial 
paper discounted the proceeds of which were used for agricul-
tural purposes. 

Same 

Figures represent amount of farmers' notes discounted.Actual 
amounts loaned for production and sale of farm products i s much 
i n excess of amounts given as sales of farm products are largely 
financed by commercial paper, a lso large amounts are loaned to 
banks on commercial paper or notes secured by U.S,obligations 
the proceeds of which are loaned for agricultural purposes either 
directly or through correspondent banks. 

In addition a large part of loans on commercial and Government 
secured paper was unquestionably.'for benefit of farmers. 
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Federal Reserve Bank: 1919 1920 REMARKS 

Dallas $ 28, 997,000 $ 44, 911,000 Figures do not include member banks' col lateral .notes the 
proceeds of which were used for loans to agricultural 
in teres t s . 

San Francisco 35.000.000 122.000.000 

Total f o r 11 Banks # 2 9 , 2 6 6 , 0 0 0 $1,980,063,000 

Figures include to ta l amouribs of paper rediscounted during 
the two years based upon production and sales of farm pro-
ducts, excluding notes secured by government obligations. 
The Bank i s unable to estimate the amounts of paper redis-
counted which represents borrowings on account of production 
and sa le s during the preceding year. 

(a) Eleven months. 

FEDERAL RESERVE BOARD 
WASHINGTON 

DECEMBER 21,1920, 
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1920 

TOTAL AMOUNT OF AGRICULTURAL AND LIVF STOCK PAPER, COMBINED, HELD BY EACH FEDERAL RESERVE BANK 

ON THE LAST FRIDAY OF EACH MONTH SINCE JANUARY, I9I9. 

(In thousands of dollars) 

X-HG95c 

Date 1919 Boston New York Phila. CI evol. Richm, Atlanta Chicago St,Louis Minn. 
January 158 173 117 2,344 2,229 9,367 185 1,870 
February - 159 124 75 3,014 2,632 9,346 224 1,276 
March 1 191 53 151 3,252 2,699 10,325 438 1,059 
April W 170 52 152 3,304 2,789 10,264 455 1,371 
May — 223 78 152 3,143 3,011 2,344 615 2,836 
June — 305 96 129 3,086 3,471 2,376 759 3,336 
July 2 288 266 105 2,826 3,836 1,499 80b 3,332 
August — 159 104 52 3,039 4,836 4,479 713 3,228 
September - 148 57 36 3,255 5,273 5,835 749 3,111 
October 22 217 86 69 1,568 3,ct>8 9,890 625 

562 
5,327 

November 4s 199 72 269 558 1,43 s 13,144 
625 
562 5,867 

December 61 286 138 269 449 841 12,783 294 6,855 

January 46 287 177 190 369 693 
February 29 274 155 162 533 667 
March 36 302 190 186 689 1,171 
April 3 396 196 309 1,317 2,127 
May 514 252 429 2,646 4,390 
June 13 624 281 409 4,581 7,130 
July 5,091 459 328 5 88 7,887 13,319 
August 2,240 224 265 765 9,273 18,051 
September . * 140 261 8C6 10,091 18,465 
October — 76 272 862 9,392 19,233 
November 119 103 297 777 8,481 18,970 
December 

Federal Reserve Board, December 21, 1920, 

11,603 
12,010 
15,C69 
21,562 
25,840 
27,706 
25,812 
21,908 
21,060 
33,7b8 
41,430 

295 

111 
2,559 
3,3S4 
4,255 
5,818 
5,738 
6,615 
8,063 
5,864 

9,503 
12,327 
10,738 
15,284 
26,348 
30,370 
43,134 
55,815 
61,472 
61,036 
67,831 

Kans.Cy. 
19,554 
20,817 
23, 016 
21,613 
19,430 
27, 832 
26,539 
17,938 
19,454 
19,132 
20,498 
20, 022 

21,878 
26,091 
27,746 
35,398 
38,396 
42,697 
36,353 
34,019 
37,858 
46,036 
43,958 

Dallas 
15,373 
17, 915 
18, 008 
18,831 
18,694 
18,149 
15,880 
14,298 
15,124 
10,404 

5,794 
4,450 

4,637 
4,833 
6,165 

11,587 
16, 242 
22,098 
28,552 
29,502 
31,7H 
30,331 
28,647 

San Fran. 
7,601 
8,335 
8,120 
7,880 
8,465 
8,717 
8,225 
9,055 
7,193 
5,067 
4,101 
4,620 

7,227 
9,725 

11,697 
15,644 
22, 250 
27,874 
35,179 
38,478 
35,94? 
31,580 
29,122 

Total 
59,001 
63,917 
67,373 
66,881 
58,991 
68,256 
63,604 
57,901 
60,205 
55,475 
55,550 
51,068 

56,905 
67,195 
74,665 

106,382 
140,691 
168,038 
202,52O 
216,278 
224,454 
240,649 
245,599 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 22, 1920. 
X-2096 

SUBJECT: Revision of permits issued under the Clayton Act. 

Bear S i r : 

You are advised that the Federal Reserve Board has 

f ixed April 1, 1921 as the date upon which to review e x i s t -

ing permits to interlocking directors under the Clayton Act. 

The rulings made at that time w i l l be e f f ec t ive July 1, 1921 

in a l l cases where conditions involving substantial competition 
t 

have developed since the issuance of the original permits. 

You are requested to take up personally close cases in 

your D i s t r i c t where the executive o f f i cers of banks have been 

< granted permits to serve as directors in other banks with a 

view to the voluntary correction of the dual capacity in such 

cases, at the January meetings of stockholders. 

Very truly yours, 

Governor# . 

LETTER TO ALL FEDERAL RESERVE AGENTS, 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON X-300C 

December 23', 1920. 

SUBJECT: Shipping Documents to be Furnished 
to Bank .Accepting Drafts Growing Out 
of Export or Import Transactions. 

Dear Sir: 

Sub-division (b) ( l ) of Section B of Regulation A of the 

Board*s Regulations, Series of 1920, relating to the e l i g i b i l i t y of 

bankers 1 acceptances, growing out of export or import transactions, pro-

vides in part as fol lows: 

"While i t i s not necessary that shipping documents cover-
ing goods in the process of shipment be attached to drafts 
drawn for the purpose of financing the exportation or importa-
tion of goods, and while i t i s not essent ia l , therefore, that 
each such draft cover specif ic goods actually in existence at 
the time of acceptance, nevertheless, i t i s essent ia l as a 
prerequisite to e l i g i b i l i t y either (a) that shipping documents 
or a documentary export draft be attached at the time the 
draft i s presented for acceptance, or (b) i f the goods cover-
ed by the credit have net been actually shipped, that there be 
in existence a speci f ic and bona f ide contract providing for . 
the exportation or importation of such goods at or within a 
specified and reasonable time and that the customer agree that 
the accepting bank w i l l be furnished in due course with ship-
ping documents covering such goods or with exchange arising 
out of the transaction being financed by the credit*1 • 

The question has been raised as to the precise meaning of 

the term "shipping documents" as used in this provision of the Board's 

regulation, and the Board has ruled that the term includes an order 

b i l l of lading or a straight b i l l of lading, whichever i s issued by 

the carrier in the particular case, but do6$ not include fre ight re— 
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ceipts which the Board understands merely evidence the receipt of the 

goods but are nob required to he returned to the carrier upon the de-

l ivery of the goods. The purpose of the requirement that the accept* 

ing bank shal l be furnished with shipping documents i s not merely evi -

dentiary, but i s also to put the accepting bank in possession of the 

documents which the carrier wi l l require as a condition precedent to 

the delivery of the goods, in order that the bank may be in a posit ion 

to protect i t s e l f by requiring that i t be put in funds or furnished 

with other security when i t releases the documents. The customer 

must, therefore, furnish the original b i l l s of lading and the require-

ment of the regulation w i l l not be sa t i s f i ed by the furnishing of 

fre ight receipts or non-negotiable copies of the b i l l s of lading. 

This, however, does not necessarily mean that the b i l l s of lading must 

be sent to the accepting bank. The Board has ruled in connection 

with domestic acceptances that documents are l ega l ly in the possession 

of the accepting bank when they are held by i t s correspondent, or by 

some other independent party, as i t s agent, and the principle of this 

ruling can be applied in dealing with the shipping documents to "be 

furnished to banks accepting drafts'drawn in foreign transactions. 

Yours very truly, 

To Governors and Chairmen 
of FbetePSl Be serve Banks, 

G o v e r n o r . 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

X-3001 

December 24, 1$20, 

Dear 

In accordance with the plan of c l a s s i f y i n g and 

rating employees of the Board, made e f f ec t ive July 1, 1920, 

there i s enclosed herewith a notice of your rating and 

relat ive standing in c lass i f i ca t ion , as based upon this 

rating, and your salary as of January 1, 1921, as approved 

by the Federal Reserve Board, 

In behalf of the Board and i t s o f f i c e r s , I 

desire to express to you appreciation of the interest you 

have shown in carrying on your part of the work of the Board', 

and to wish you a very Merry Christmas and a Happy New Year. 

Very truly yours, 

R. G. EMERSON. 

Assistant to Governor. 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 24, 1920-
X-3GG2 

SUBJECT: Rights of National Banks to invest in the Stock of 
International Financial Corporations* 

Dear S ir : -

The Federal Reserve Board recently has received a number of 
inquiries as to whether a national tank desiring to invest in the stock 
of corporations organized or to be organized under the provisions of 
the so-cal led "Edge Act", which constitutes Section 25(a) of the Fed-
eral Reserve Act, must make application to the Federal Reserve Board 
for permission to purchase such stock, and i f so, whether such appli-
cations must be f i l e d prior to January 1, 1921, in view of the provisions 
of the so-cal led McLean-Platt Amendment to Section 25« In order to 
correct certain misapprehensions which appear to have arisen in this 
connection, the Federal Reserve Board f ee l s that i t is advisable.to set 
forth i t s interpretation of the pertinent provisions of Section 25 and 
Section 25(a). 

Section 25, as amended September 7> 1916, and September IT. 
19191 makes provision for the investment by national banks in the stock 
of certain kinds of international financial corporations organized under 
the laws of the United States or of any State thereof, "Prior to the 
passage of the Edge Act, however, there was no provision for the incor-
poration of international f inancial corporations under the laws of the 
United States. In enacting the Edge Act, Congress has now provided a 
means for the incorporation of such corporations under Federal law, 
thus enabling national banks to exercise to the f u l l extent the rights 
which were given to them by the amendments to Section 25. In addition 
to making provision for the organization of international f inancial 
corporations the Edge Act among other things expressly provides: 

"Any national banking association may invest 
in the stock of any corporation organized under the pro-
v is ions of this section, but the aggregate amount of stock 
held in a l l corporations engaged in business of the kind 
described in this sect ion and in sect ion 25 of the Federal 
Reserve Act as amended shal l not exceed 10 per centum of 
the subscribing bank's capital and surplus," 

It i s evident, therefore, that t h i s provision of Section 25(a) 
to some extent has modified the provisions of Section 25, so far as the 
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right of national banks to invest in the stock of corporations organized 
under the laws of the United States i s concerned. 

Section 25 and Section 25(a) both contemplate two c lasses of 
international f inancial corporations, ( l ) international banking corpora-
t ions engiged in granting ordinary short time commercial credits , and (2) 
international investment corporations en^ged in granting long time 
credits and in issuing their own debentures secured by foreign securi t ies 
Section 25 authorizes a national bank with a capital and surplus of 
$1,000,000 or more to make application to the Board for permission 
to invest not to exceed 10 par centum of i t s capital and surplus in 
the stock of one or mors corporations organized under the laws of the 
United States or of any State thereof and principally engaged in inter-
national or foreign banking; and the McLean-Platt Amendment of September 
17, 1919 authorizes any national bank, irrespective of the amount of i t s 
capital and surplus, unti l January 1, 1921, to make application to the 
Board for permission to invest not to exceed 5 per centum of i t s capital 
and surplus in the stock of one or more corporations organized under 
Federal or State law and principally engaged in such phases of inter-
national f inancial operations as may be necessary t o f a c i l i t a t e exports 
from the United States, i . e . international investment corporations as 
distinguished from international banking corporations. Section 25(a), 
however, without qual i f icat ion, authorizes any national bank to invest 
in the stock of internationalfinancial corporations organized under 
that section, whether engaged in international banking or in the i n -
ternational investment business, provided, only, that the aggregate 
amount of stock held in a l l corporations engaged in the business of 
the kinds described in that section and section 25 does not exceed 10 
per centum of the subscribing bank's capital and surplus. 

It w i l l be noted that the pertinent provision of Section 25(a) 
contains no such res tr ic t ions upon the powers of national banks to in -
vest in the stock of international f inancial corporations as are found 
in Section 25, other than the provision with regard, to the aggregate 
amount of stock which a national bank nay hold in a l l such corpora-
t ions. As the provision of Section 25(a) i s l imited to corporations 
organized under that section, th i s spec i f i c provision must be con-
strued as superseding the more general res tr ic t ions in Section 25 as 
to the capital and surplus requirements of the subscribing bank and 
as to the amount which may be invested, the time l i m i t and the phases 
of the international f inancial operations of tne corporations in whose 
stock the national bank desires to invest , so far a s investments by na-
tional banks in corporations orgguiized under the laws of the United 
States are concerned. 

In view of these considerations, i t i s clear that the January 1, 
1921, l imi tat ion in the McLean-Platt Amendment re s t r i c t ing the right of 
national banks to irske application to the Board only unt i l January 1, 
1921, does not re late to the right of a national bank to invest in 
the stock of an Edge corporation, whether- the Edge corporation i s organ-
ized for the purpose of engaging in international banking operations or 
in an international investment business. Similarly, the provision of 
the McLean-Platt Amendment which places a l imitationof 5 per centum upon 
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tne amount which a national bank may invest in a corporation of the kind 
described therein has been modified by virtue of the provisions of Sec-
t ion 25(a) to the extent that a national bank may now invest not more than 
10 per centum of i t s capital and surplus in a corporation organized under 
the laws of the United States irrespective of whether such corporation i s 
organized to carry on a banking business or an investment business, pro-
vided that the aggregate amount of stock held in a l l corporations en-
gaged in business of the kind described in Section 25(a) and i n Section 
25, whether organized under the Edge Act or under State law, does not ex-
ceed 10 per centum of the subscribing bank's capital and surplus. 

In brief , under the present provisions of Sections 25 and 
25(a) the s ituation a f t er January 1, lg21, w i l l bs that any national 
bank, irrespective of i t s capital and surplus, nay invest in the stock 
of any corporation organized under the provisions of Section 25(a) re-
gardless of v/hsthep such corporation i s a foreign banking corporation or 
a foreign investment corporation issuing i t s own debentures; that a na-
tional bank having a capital and surplus of $1, 000,000 or more may invest 
in the stock of a State incorporated banking ins t i tut ion but may not in-
vest in the stock of a State incorporated investment corporation; that a 
national bank having a capital and surplus of l e s s than $1,000,000 may 
not invest in the stock of a corporation organized under State law whether 
that corporation i s a banking corporation or an investment corporation; 
and that the aggregate of the investments of any national bank in the 
stock of corporations engaged in the business of the kind described in 
Sections 25 and 25(a) may not exceed ten per cent of the subscribing 
bank1 s capital and surplus. 

The Board has ruled that a national bank which desires to 
invest in the stock of corporations such as are described in Section 
25 and in Section 25(a) must make application to the Board for permis-
sion to subscribe to such stock irrespective of whsther the corporation 
i s to be organized under Section 25(a) or under State law. The Board 
w i l l not consider an application by a national bank to subscribe to the 
stock of a corporation to be organized under State law unti l the corpor-
ation hasf i led an agreement with the Board to r e s t r i c t i t s operations 
as the Board may require pursuant to the provisions of Section 2), and 
wi l l not consider an application to subscribe to the stock of a corpor-
at ion to be organized under Section 25(a) unti l the corporation has sub-
mitted i t s t i t l e to the Board for approval and reservation for thirty . 
daya pursuant to the Board's Regulation K, Series of 1920, and the oar 
has approved t h i s t i t l e . 

In the case of an Edge corporation which i s in the process 
of oreanization, the Board has ruled that whj.le i t wi l l consider an ap 
p l icat ion a f ter the approval of i t s t i t l e the Board w i l l approve the ap-
pl icat ion only upon the condition that the national bank shall not be 
authorized to pay out any money in payment for such stock unti l the in-
ternational f inancial corporation^ which the national bank des ires to 
invest shal l have been d u l y incorporated under the provisions of Sec-
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t ion 25(a) and shall have received from the Beard a preliminary permit 
to exercise such of the powers conferred upon i t by that section as 
are incidental and preliminary to i t s organization. 

Heretofore the Board has not required that these applications 
be in any particular form, but has accepted as an application a l e t t e r 
signed by an o f f i c e r of the national bank requesting permission to 
invest in the stock of the international financial corporation. In 
view of the increasing number of national banks desirous of investing 
part of their capital and. surplus in the stock of such corporations, the 
Board i s now having prepared a form of application for use by national 
banks. As soon as these forms are available, national banks desiring 
to purchase stock in international financial corporations must make 
application to the Board up on the prescribed forms. The applications 
in the f i r s t instance must be forwarded to the Federal Reserve Agent 
of the 'district in which the applying bank i s located, who wil l in 
turn forward them to the Federal Reserve"Board with his recommendation 
noted thereon. This form wi l l be suitable for use in making applica-
tion to purchase stock either in Edge corporations or in corporations 
organized under Scats law. 

Vary truly yours, 

Governor. 

To Governors and Chairmen of Federal Reserve Banks-
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

X-3003 

December 27, 1920. 

SUBJECT: Po l icy of Federal Reserve Banks Toward Commercial 
Paper Accompanied by New Financial Statements . 

Deaf S i r : 

One of the Federal Reserve Banks has c a l l e d the Board *s 
a t t e n t i o n to the f a c t tha t in the case of large mphufaccuring, 
i n d u s t r i a l and l te reant i le concerns, which close theii4 hooks f o r 
the year on the ) l s t i n s t a n t , i t i s a l toge the r probable, t h a t 
t h e i r new f i n a n c i a l statements w i l l show a very ma te r i a l redact ion 
in the r a t i o of quick a s se t s &s compared to previous statements* 
I t i s suggested that i t would be des i rab le f o r Federal Reserve 
Banks to adopt, as f a r as poss ib le , a uniform, and perhaps a 
somewhat mote l i b e r a l , pol icy in deal ing with commercial paper 
o f fe red them f o r rediscount when accompanied "by new sta tements . 
The f e e l i n g Of o f f i c i a l s of some of the Federal Reserve Banks 
i s tha t i f a po l icy too c r i t i c a l or too r ig id be adopted, not 
only would the moral e f f e c t upon the Banks be bad b u t the con-
sequences might be d i s a s t r o u s . The Board would l i k e to have, 
as ea r ly as convenient, the views of your Executive Committee 
on t h i s sub j ec t . 

Very t r u l y yours, 

G o v e r n o r . 

To chairmen of a l l Federal Reserve Banks. 
Copy to Governors. 
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F E D E R A L R E S E R V E B-; 0 A R D. 

STATEMENT FOR THE »RESS. 

For release on Saturday morning, 
January 1, 1921. 

On Wednesday, December 29, 1920, the Federal 

Reserve Board approved the a r t i c l e s of associat ion and or-

ganization c e r t i f i c a t e of the Federal International Banking 

Company, a corporation organized under the provisions of 

Section 25(a) of the Federal Reserve Act, commonly known as 

the "Edge Act". The capital of t h i s corporation i s $7,000,000 

and i t s home o f f i c e i s in New Orleans, Louisiana. I t i s 

incorporated for the purpose of engaging in the business of 

international or foreign banking or other international or 

foreign f inancial operations. Pending the issue of a f ina l 

permit to commence business the corporation has authority to 

exercise only those powers which are incidental and preliminary 

to i t s organization. 

Washington, D. C. 
December J l , 1920. 
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AN ACT TO AMEND SECTION 11 OF THE ACT APPROVED DECEMBER 

23, 1913/ KNOWN AS THE FEDERAL RESERVE ACT,.AS AMENDED. 

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES 

OF THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, That Section 

11 of the Act approved December 23, i g i ] , known as the Federal 

Reserve Act, as amended, be further amended by striking out the 

whole of subsection (m), and by substituting therefor a subsection 

to read as fol lows: 

"(m) Upon the affirmative vote of not l e s s than f i v e of 
i t s members, the Federal Reserve Board shall have power to 
permit Federal reserve banks to discount for any member bank 
notes, drafts, or b i l l s of exchange bearing the signature or 
endorsement of any one borrower in excess of the amount 
permitted by section nine and section thirteen of t h i s Act, 
but in no case to exceed'twenty per centum of the member 
bank's capital and surplus: Provided, however, That a l l such 
notes, drafts, or b i l l s of exchange discounted.for any member 
bank in excess of the amount permitted under such sections 
shall be secured tgy not l e s s than a l i k e face amount of bonds 
or notes of the United States issued since April twenty-
fourth, nineteen hundred and seventeen, for which the borrower 
shall in good fa i th prior to January 1, 1921, have paid or 
agree to pay not l e s s than the f u l l face amount thereof, or 
c e r t i f i c a t e s of indebtedness of the United States: Provided 
further, That the provisions of t h i s subsection (m) shall not 
be operative a f t e r December t h i r t y - f i r s t , nineteen hundred 
and twenty-one „/| 
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EX OFFICIO MEMBERS 

DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

1212 
W. P. 6. HARDING. GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN. SECRETARY 
R G. EMERSON. ASSISTANT SECRETARY 
W. M.I MLAY, FISCAL AGENT 

July 20, 1920. 
st. 1299 

Subject? S t a t i s t i c s re la t ing to State 
banks and Trust companies e l -
i g i b l e for membership i n F.R. 
System • 

Dear S ir : 

With the view of enabling the Board to continue the preparation of tables 

s imilar to those appearing on pages 29 and 30 of the I919 annual report, i t i s re-

quested that you have the following data regarding State banks and Trust companies 

in your d i s t r i c t compiled from the l a t e s t avai lable reports , and forwarded to the 

Board at your e a r l i e s t convenience: 

State Banks and Trust Companies with Capital Stock 
s u f f i c i e n t to meet c a p i t a l requirements for mem-

bership in Federal Reserve System. 
(In thousands of do l lars , i . e . , 000 omitted.) 

Members of F. R. System 
on June JO, 1920. 

Non-members of F# R» System 
on June 30, 1920. 

Num-
ber 

: Surplus : : Date : : : Surplus : 
: exc lus ive: Total : of : : :exc lus ive: Total 

Capital: of : r e - ; condi- ;Nun-: Capi-: of : re-
:undivided:sources: t ion :ber : t a l :undivided;sources 
: p r o f i t s : ~ :report; : : p r o f i t s : 

State of 
Banks with a com-

bined cap i ta l 
and surplus o f -

Less than 
$1,000,000 — — — — 

Over $1,000,000 
but l e s s than 
$5,000,000 — — — — 

$5,000,000 and over -

In addition to furnishing separate data for each State, i t w i l l be appreciated 

i f you w i l l g ive the name and locat ion of each non-oeiaber State Bank and Trust 
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company i n your d i s t r i c t which has a combined capital and surplus of $1,000,000 

or over, with separate f igures of capital , surplus and t o t a l resources. 

While i t i s recognized that f igures as of June 30, 1920, w i l l not be available 

for a l l banks and that consequently the l a t e s t available data w i l l have to be 

ut i l i zed , i t i s desired that banks be c l a s s i f i e d as members and non-members on 

the basis of their status on June i n order that reports for a l l d i s t r i c t s may 

be on a uniform bas is . I t w i l l be appreciated i f you w i l l give the necessary 

instructions that care be exercised to exclude a l l i n s t i t u t i o n s which, on the 

basis of cap i ta l requirements, are not e l i g i b l e for membership in the Federal 

Beserve System. 

Yours very truly, 

Secretary. 

Copy of th i s l e t t er sent to Chairman of each F. R. Bank. 
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E x O F F I C I O M E M B E R S 

DAVID F. H O U S T O N 
SECRETARY Of THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

W . P . 6 . HARDING, GOVERNOR 
ALBERT S T R A U S S . VICE GOVERNOR 
ADOLPH C . MILLER 
C H A R L E S S . HAMLIN 

HENRY A. MOEHLENPAH 

W . T. CHAPMAN, SECRETARY 
R G E M E R S O N , ASSISTANT SECRETARY 
W . M. IMLAY, FISCAL AGENT 

July 20, 1920. 
st.1303 

SUBJECT: Crop reports by Federal 
Reserve D i s t r i c t s . 

Dear Sir: 

Transmitted, herewith are forecasts of the production of corn, 

wheat, cotton, oats, and hay for 1920, issued by the Bureau of Crop 

Estimates as of July 1, 1920. These forecasts are shown for each 

Federal Reserve Di s tr i c t and compared with the estimated production 

for 1919, and with the f ive-year average production,1915 ~ 19*9• 

Respectfully, 

S ta t i s t i c ian . 

Mr. 
Federal Reserve Agent, 

Enclosure. 
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E x OFFICIO MEMBERS 

DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD 
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F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

, J u l y 23, 1920-
S t . 1314. 

Subjec t : Rediscount of E l i g i b l e Paper 
under Repurchase Agreements, 

W. P . G . HARDING. GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A . M O E H L E N P A H 

W. T. CHAPMAN. SECRETARY 
R. G . EMERSON, ASSISTANT SECRETARY ' 
W. M.TMLAY. FISCAL ACENT. 

Dear Sir: 

I t has come to the a t t e n t i o n of the Board t h a t sane member 

banks, under the assumption t h a t repurchase agreements covering r ed i s -

counts with the Federal Reserve lank are e s s e n t i a l l y b i l l s payable, have 

not excluded the amount of paper so rediscounted from t h e i r loans and 

discounts i n compiling Weekly Condition Reports, form St-51a- Whenever 

a Federal Reserve Bank extends accommodation to member banks on e l i g i b l e 

paper under the so-ca l led repurchase agreement, ueraber banks should be 

informed tha t the t r ansac t ion i s not regarded as a loan on a b i l l pay-

able, but as an ac tua l rediscount of the i nd iv idua l no tes for a uniform 

f ixed pe r iod . I t follows f r c o the foregoing t h a t the amount of accom-

modation thus extended must be the exact sum of the ind iv idua l notes 

rediscounted under the repurchase agreement, and not an a r b i t r a r y amount 

l e s s than the s w of the notes so rediscounted. 

I t i s p a r t i c u l a r l y important that member banks conform to t h i s 

treatment of e l i g i b l e pgper rediscounted under repurchase agreements in 

compiling the i r Weekly Condition Reports, form St .51a, since i f paper so 

rediscounted i s not excluded from t h e i r loans and discounts , dupl ica t ion 

w i l l r e s u l t when the Board adds the amount of the member banks' r e d i s -

counts with the Federal Reserve Bank, as repor ted by the l a t t e r , to the 
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f igures of loans and discopnts, as reported by the member banks to obtain 

the amount of t o t a l loans and discounts (including rediscounts with the 

Federal Reserve Bank) as published in the Board's weekly statement. 

It i s requested, therefore, that appropriate instructions be 

given to member banks seeking acccmmodati on through the rediscount of 

e l i g i b l e paper under repurchase agreement, and that, i f upon invest igat ion 

i t i s found that reporting banks have not, in the past, excluded paper 

•so rediscounted frcm their f igures of loans and discounts as given in 

their weekly condition reports, the Board be furnished at the ear l i e s t 

practicable date with a statement showing the amount of paper to be de-

ducted frcm the weekly f igures furnished by each bank since January 1. 

Very truly yours, 

Assistant Secretary. 

Copy of th is l e t t e r sent to Chairman of each F. B, Bank. 
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B x OFFICIO MEMBERS 

DAVID P . HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 
FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

1217 
W . P . 0 . HARDING, GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 
ADOLPH C . MILLER 
CHARLES S . HAMLIN 

HENRY A. MOEHLENPAH 

W . T. CHAPMAN. SECRETARY 

R. G . EMERSON, ASSISTANT SECRETARY 
W, M. I BUY, FISCAL A«HT 

Ju ly 27, .1920-
st. 1319, 

SUBJECT: Abstract of Condition Reports of Member 
State Banks and Trust Companies as of 
May 4, I92O. 

Dear Sir: 

We are forwarding to you under separate cover copies of 
the Board's Abstract No. 10 showing condition of State Bank and 
Trust Company members as at close of business on May 4, 1920. Con-
solidated f igures for a l l member banks, both National and State, are 
shown on pages 1 and 12. 

Please forward one copy of this abstract to each State Bank and 
Trust Company member in your d i s tr i c t which, in response to your in-
quiry as requested in the Board's l e t ter St . 1100 of April 20, 1920, 
expressed a desire to receive copies of abstracts issued in the future• 

Very truly yours, 

Assistant Secretary 

(Copy of above l e t ter sent to Chairman of each F. H. Bank.) 
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DAVID F . H O U S T O N 

SECRETARY OF THE TREASURY 
CHAIRMAN 

J O H N S K E L T O N WILLIAMS 
COMPTROLLER OF THE CURRENCY F E D E R A L R E S E R V E B O A R D 

W . P . 6 . H A R D I N G , GOVERNOR 

A L B E R T S T R A U S S , VICE GOVERNOR 
A D O L P H C . MILLER 

C H A R L E S S . HAMLIN 

H E N R Y A . M O E H L E N P A H 

A D D R E S S R E P L Y T O 

FEDERAL RESERVE BOARD WASHINGTON 
W . T. C H A P M A N , SECRETARY 

R. G . E M E R S O N , ASSISTANT SECRETARY 

W, M.IMLAY, FISCAL A8ENT 

August 28, 1920 
st.1391 

SUBJECT: Forms for reporting earnings, expenses and 
f i s c a l agency department disbursemnets. 

Dear Sir: 

There are being forwarded to you today under separate cover 

copies of revised Forms 95 and 96, and 55 copies of Form 97& 

for use i n reporting earnings, expenses and f i s c a l agency,depart-

ment disbursements during the balance of the calendar year 1920. 

You w i l l note that the heading of the second amount columns 

of Forms 95 an& 96 have been changed to read "Total since July 1, 

1920", while the corresponding heading on Form 97& remains, as 

heretofore, "Total since January 1, 1920". 

Very truly yours 

Assistant Secretary 

To a l l Chairmen 
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BX OFFICIO MEMBER® 

DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

1219 
W. P. G. HARDING. GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S.HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN. SECRETARY 
R. G. EMERSON. ASSISTANT SECRETARY 
W, U. IMLAY, FISCAL AOENT 

September 11,.1920 
S t . 1416 * 

SUBJECT: Crop reports "by Federal 
Reserve D i s t r i c t s . 

Dear Sir: 

Transmitted herewith are forecasts of the production of 

corn, wheat, cotton, oats, and hay for 1920* issued by the 

Bureau of Crop Estimates as of September 1, 1920, These fore-

casts are shown for each Federal Reserve Dis tr ic t and compared 

with the August 1 forecast and the estimated production for 

1919. 

Respectfully, 

Assistant Secretary. 

Mr, 
Federal Reserve Agent, 

Enclosure. 
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Ex OFFICIO MEMBERS 

DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 
JOHN SKELTON WILLIAMS 

COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 
FEDERAL RESERVE BOARD 

F E D E R A L R E S E R V E B O A R D 

WASHINGTON 

September 28, 1920 

st. 1U52. 

1220 
W. P. 6. HARDING. GOVERNOR 
ALBERT STRAUSS, VICE GOVERNOR 
ADOLPH C. MILLER 

CHARLES S. HAMLIN 

HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R. G. EMERSON, ASSISTANT SECRETARY 

W, M.IMLAY. FISCAL A9ENT 

SUBJECT: Recapitulation of Daily 
Reserve Ratios of each 
Federal Reserve Bank. 

Dear S ir : 

In order to confirm the dai ly reserve 

percentage telegrams, hereafter a weekly, re-

capi tu lat ion of reserve ra t io s for a l l Reserve 

Banks, both actual and adjusted, w i l l be sent 

to each Federal Reserve Bank. 

Copy of the statement for the week 

ending September 25th i s enclosed herewith. 

Very truly yours, 

Assistant Secretary. 

Mr. 
Federal Reserve Agent, 

Enclosure . 

To a l l F. R. Agents except San Francisco. 
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Ex OFFICIO MEMBERS 

DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S REPLY T O 

F E D E R A L R E S E R V E B O A R D 

FEDERAL RESERVE BOARD 

WASHINGTON 

W, P, G. HARDING, GOVERNOR 
ALBERT STRAUSS. VICE GOVERNOR 
ABOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R . G . E M E R S O N . ASSISTANT SECRETARY 

w, M. i MLAYf fiscal agent 

October 4, 1920. 

St.1449 

SUBJECT: Abstract of Condition Reports of 
Member State Banks and Trust Com-
panies as of June 30, 1920. 

Dear Sir: 

Ve are forwarding to you under separate cover copies 
Of the Board's Abstract No. 11 showing the condition of State 
Bank and Trust Company members as at close of business on June 
30, 1920, Consolidated f igures for a l l member banks, both 
National and State, are shown on pages 1 and 12 

Please forward one copy of the abstract to each State Bank 
and Trust Company member in your d i s t r i c t that has expressed a 
desire to receive copies of abstracts as issued. 

Very truly yours, 

Assistant Secretary. 

Mr. 
Federal Reserve Agent, 
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Ex OFFICIO MEMBER* 

DAVID P. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 
JOHN SKELTON WILLIAMS 

COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 
F E D E R A L R E S E R V E B O A R D 

FEDERAL RESERVE BOARD 

WASHINGTON 

±222 
W. P. 6 . HARDING, 60V»««0« 
ALBERT STRAUSS. VICE Sovi«HO« 
ABOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN. S«c«EI*«r 
R. S. EMERSON, AISUTtNT Si 

W. H. INLAY, riMAL A6EWT 

October 12,1920. 
St.1487 

SUBJECT: Crop reports by Federal 
Reserve D i s t r i c t s . 

Dear Sir: 

Transmitted herewith are forecasts of the production 

of corn, wheat, cotton and oats for 1920» issued by the Bureau 

of Crop Estimates as of October 1, 1920. These forecasts are 

shown for each Federal Reserve Distr ict and compared with the 

September 1 forecast and the estimated production for 1919. 

The statement does not show any f igures for winter 

wheat and hay, the September 1 estimates for these crops r e -

maining unchanged. 
Very truly yours, 

Assistant Secretary. 

Mr. 
Federal Reserve Agent, 

Enclosure. 
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W . P . G . H A R D I N G , GOVERNOR 

DAVID F . H O U S T O N E D M U N D P U T T , VICE GOVERNOR 
SECRETARY OF THE TREASURY A D Q L P H C . M I L L E R 

CHAIRMAN C H A R L E S s . H A M L I N 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER O F THE CURRENCY FEDERAL RESERVE BOARD 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D WASHINGTON W . N.7*[AT.7,«cal"A«7,', 
W . T . C H A P M A N , SECRETARY 

R . G . E M E R S O N , ASSISTANT SECRETARY 

October 28, 1920. 
St .1528. 

SUBJECT: Outline of Federal Reserve 
Branch Banks. 

Dear Sir: 

There are enclosed herewith copies of "Oatline of Federal Beserve 

Branch Banks, covering Powers and Functions, also Character and Volume of 

Business Handled", revised as of June 30, 1920. The outl ine i s based on 

information furnished in response to the Board's l e t t e r of June 4 (St.1196), 

as w e l l as on regular and specia l reports received from the Federal Reserve 

Banks and Branches during the f i r s t ha l f of the present year. 

As stated in the Board1s l e t t e r S t . 623 of October 2, 1919, transmitting 

the or ig inal out l ine , the purpose of the compilation i s to present in a •uni-

form way, for the in f0mat ion of the members and o f f i c e r s of the Federal 

Reserve Board and the o f f i c e r s of the Federal Reserve Banks and Branches, the 

method of operation obtaining at each Branch Bank. 

I t i s expected that the statement w i l l be revised again during the forth-

coming year, and with a view to keeping i t up to date i t w i l l be appreciated 

i f the Board's attent ion i s cal led to any a l terat ions or revis ions that may 

become necessary because of changes i n the organization or operation of 

Branches. 
Very tru ly yours, 

Assistant to Governor. 

Enclosure. 

(Letter sent to each F. R. Agent) Digitized for FRASER 
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E x OFFICIO MEMBERS 

DAVID F . HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D 

FEDERAL RESERVE BOARD 

WASHINGTON 

W. p . 6 . HARDING, GOVERNOR 

EDMUND PLATT, VICE GOVERNOR 
ADOLPH C . MILLER 
C H A R L E S S . HAMLIN 

H E N R Y A. MOBHLENPAH 

W . T. CHAPMAN, SECRETARY 

R. • . E M E R S O N , ASSISTANT SECRETARY 
W . M. IMLAY, FISCAL AGENT 

November 10, 19'20. 
s t . 1 5 6 1 . 

SUBJECT: Revision of Forms for 
Use During the Calendar 

Year 1921. 

Bear Sir: 

The Board i s now revising Forms F.R.A. 5, 3 4 , 
95, 96, and 97a for use during the calendar year 1921. 
A new form, No, 97* i s also being prepared for use in . 
reporting income and expense in connection with "Other 
Real Estate" as recommended by the committee on Real 
Estate Accounting appointed by the f i f t h Auditors' 
conference held at Cleveland in June 1919-

Will you kindly advise us as soon as practicable 
the number of copies of each of the above mentioned 
forms that wi l l be required for use by your bank (and 
branches, i f any) during the forthcoming calendar year. 

In case your bank desires to have copies of 
Form 3U for use of branch banks printed with the name of 
the branch in parentheses following the name of the 
parent bank, kindly advise us of the number of copies of 
the form desired for use of each Branch. 

Very trvly yours, 

Assistant to Governor. 

Letter sent to each Federal Reserve Agent. 

* 
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November 12, 1920. 
s t . 1 5 7 2 

SUBJECT: Revised Form 105, Condition Report 
of State Bank and Trust Company 
Members 

Dear Sir: 

There are being forwarded to you today under separate 

cover by registered mail copies of Form 105, revised as of. 

November 1, 1920. 

Please mail three copies of the form to each State Bank 

and Trust Company member in your d i s t r i c t , with instructions to 

hold the blank forms pending receipt of a cal l for condition report, 

when they should be promptly f i l l e d out and two copies mailed to you 

- in no case later than ten days after receipt of the c a l l . 

Kindly acknowledge f e c e i p t . . 

Very truly yours, 

Assistant to Governor. 

Letter sent to each F. R. Agent. 
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DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER O F THE CURRENCY 

FEDERAL RESERVE BOARD 

W. P . 6 . HARDING, GOVERNOR 

EDMUND PLATT, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S . HAMLIN 
HENRY A. MOEHLENPAH 

A D D R E S S R E P L Y T O 
F E D E R A L R E S E R V E B O A R D WASHINGTON 

W . T. CHAPMAN, SECRETARY 

R . G . E M E R S O N . ASSISTANT SECRETARY 

W . M. I M L A Y , FISCAL AGENT 

Moveuiber 12, 1920 
S t . 1 5 7 3 . 

SUBJECT) Class i f icat ion of Member 
Banks by Electoral Groups 

Dear Sir 

Will you kindly furnish the Board, with a statement 

at your early convenience showing the following information 

as of November l 6 , 1920, the date set for opening the p o l l s 

for the forthcoming elect ion of Class A and Class B directors 

of Federal Reserve Banks: 

1- Maximum and minimum amount of combined 

capital and surplus for each of the three 

e,roups of member banks. 

2. Dumber of member banks in each group. 

3. Aggregate capital and surplus of member 

b^nks in each group. 

Very truly yours, 

Secretary 

Letter sent to each Federal Reserve Agent. 
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DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

J O H N S K E L T O N W I L L I A M S 
COMPTROLLER OF THE EL)RRBN«Y 

EX O F F I C I O M E M B E R S 

FEDERAL RESERVE BOARD 

W . P . G . H A R D I N G , GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 

A D O L P H C . M I L L E R 

C H A R L E S S . H A M L I N 

D . C . W I L L S 

R . G . E M E R S O N , ASSISTANT TO GOVERNOR 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D 
WASHINGTON 

W . W . H O X T O N . SECRETARY 

W . L . E D D Y , ASSISTANT SECRETARY 

W . M. I M L A Y , FISCAL AGENT 

November 19, 1920. 
s t . 1 5 7 6 

Subject: Equipment for Printing Federal Reserve Notes* 

Dear Sir: 

The Treasury Department has advised the Board that, in rendering 
b i l l s for expenses connected with the printing of Federal Reserve notes 
since the organization of the Federal Reserve Banks, no charges have been 
included to cover depreciation of the printing presses and other equipment 
used in printing such notes* 

It i s now necessary to buy additional equipment for printing such 
notes, and in accordance with Section l6 of the Federal Reserve Act which 
provides that the expenses necessarily incurred in executing the laws re la -
t ing to the procuring of Federal Reserve notes and a l l other expenses in-
cidental to their issue and retirement shall be paid by the Federal Reserve 
Bank, the Treasury Department has requested the Federal Reserve Board to 
levy an assessment of $540,000 upon the Federal Reserve Banks to cover the 
cost of the additional equipment* 

The Treasury s tates that a charge should be lev ied against the 
Federal Reserve Banks on account of depreciation in equipment used in print-
ing Federal Reserve notes since the organization of the Federal Reserve 
Banks, amounting to $193,035.96, or at the rate of $1.11 per thousand sheets 
of notes printed, a l so that i t estimates that the depreciation cost during 
the next three years, owing to the increase in the cost of equipment, w i l l 
be at the rate of $1.46 per thousand sheets. The difference between the 
$ 5 4 0 , 0 0 0 assessment and the $193,035.9& representing depreciation during the 
past f i ve years, or $346,964.04 w i l l therefore represent the depreciation 
to be charged off as new Federal Reserve notes are printed-

In the following table w i l l be found the amount of the assessment 
against each bank on account of depreciation of printing equipment pripf to 
June 30, 1920, which should be charged to current expense on December j$ , 1920 
and the amount of the additional assessment for new equipment together with 
the method of arriving at the two amounts. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



_ 9 _ St. 157b 

Federal 
Reserve 

Bank 

Number of :Percent 
Sheets Printed :Printed 

to -for each 
June 30, 1920 : Bank 

r Assessment for : 
:Depreciation 1915- • 
:192C to be charged 
:to Current Expenses 
:on December 31, 1920 

:Additional 
Assessment for 

New 
Equipment 

Total 
Assessment 

Boston 
Ne»v York 
Philadelphia 
Cleveland 
Richaond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas. City 
Dallas 

14, 994,100 
50,657,300 
14,269,300 
11,797,300 
8,167,600 
9,805,300 

24,140,200 
9,u66# 400 
5,653,600 
8,105, 000 
5,715,600 

San Francisco 10,973,700 

8,b3 
29.16 

8.21 
6 . 7 9 
4 .70 
5.65 

13-89 
5 . 4 5 
3 . £5 
4.00 
3.29 
6.J2 

Total 173.748.400 100.00 

$15,659.00 
56,289-29 
15,848.25 
13,107.14 

9,072.69 
10,906.53 
26,612.70 
10,520.46 
6,273.67 
8,995.48 
6,350.88 

12,199.87 
193 ,0^ .% 

$46,602 
157)464 

44,334 
36,666 
25,380 
30,510 
75,0C6 
29,430 
17,550 
25,164 
17,766 
14.128 

34b. 964.04 540,000 

$29,943.00 
101,174.71 

28,435.75 
23,558.8b 
16,307.31 
19,603.47 
48,193-30 
18,909.54 
11,276.33 
16,168.52 
11,415.12 
21,928.15 

It w i l l be noted that in arriving at the assessment for new 
equipment, which i s to be taken up on your books and amortized into current 
e x f t e n s e 3-s new notes are printed, we have assumed that the notes print© or 
each bank in the future wi l l bear the same relat ion to the to ta l number prin e 
for the System as obtained during the past f ive years. An adjustment of the 
amounts of the additional assessment for new .equipment wi l l be made between 
Federal Reserve Banks at a future date if made necessary by changes in the 
percentages of notes printed. 

The amount of the assessment for depreciation prior to 
June 30, 1920, should be charged to current expense on December 31, 1920> 
and the balance of the assessment,'set up as an asset account on the bank s 
books and carried on the balance sheet, form 34, against the caption .Equip-
ment for printing Federal Reserve notes". This l a t t er amount should be amortized 
into current expenses at the rate of $1.46 per thousand sheets of Federal Re-
serve notes printed for the bank subsequent to June 30, 1920, such amortization 
charges to current expense to be made at the same time as are the charges 
covering the cost of printing Federal Reserve notes. Relative to charges to 
current expenses which have been made on account of notes printed since June 
30, 1920, the depreciation charge of $1-46 for eachoas thousand sheets of 
notes should be immediately made to current expenses to cover depreciation on 
equipment since June 30« 

Please deposit the total amount chargeable against your bank 
in the General Account, Treasurer, U. S-, on your books, and issue C/D on 
form 1, National Banks, ior credit of "Salaries and Expenses, Federal Reserve 
Board, Special Fund", reimbursements, sending duplicate C/D to the Federal 
Reserve Board. 

Very truly yours, 

G o v e r n o r . 

To Chairmenof a l l Federal Reserve Banks. Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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E x O F F I C I O M E M B E R S 

DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S REPLY TO 

F E D E R A L R E S E R V E B O A R D 

F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

W . P. 6. H A R D I N G , GOVERNOR 

E D M U N D PLATT,VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M . I M L A Y . FISCAL A6ENT 

November l6 , 1920-
S t . 1 5 7 7 . 

SUBJECT: P repa ra t ion of Annual Reports * 

Dear S i r : 

On account of the l i m i t a t i o n s as to the s i z e of the Annual 
Report of the Board, and the e x h i b i t s and supplements t h e r e t o , as ou t -
l i ned i n the Board1 s l e t t e r X-1722 of November 12, 1919, the Board 
has decided to fo l l ow the p l an adopted l a s t year of p u b l i s h i n g an 
a b s t r a c t of the r e p o r t of each Federa l Reserve Agent i n s t e a d of pub-
l i s h i n g the r e p o r t s i n f u l l * Accordingly, the Board w i l l not p r e s c r i b e 
a s p e c i f i e d form to which r e p o r t s of Federa l Reserve Agents s h a l l ad-
h e r e , but would ask t h a t you give, immediately fo l lowing the i n t r o -
duc t ion , a genera l r ev iew of the s e rv i ce and a c t i v i t i e s of the Federa l 
Reserve Bank dur ing the year , to be fol lowed by an e x h i b i t of earnings 
an&expenses. 

In order , however^ t h a t the s t a t i s t i c a l p o r t i o n of the ab-
s t r a c t s of the Federa l Reserve Agents1 r e p o r t s to be pub l i shed i n the 
Board 's for thcoming 1920 Annual Report may be compiled i n a uniform 
manner f o r a l l Federa l Reserve Banks, may we r eques t t h a t t a b l e s be 
prepared and forwarded to the Board in accordance wi th the fo l lowing 
l i s t , a l l f i g u r e s to be i n thousands of d o l l a r s except i n t a b l e r e -
l a t i n g to ea rn ings and expenses where the amounts should be shown i n 
d o l l a r s : 

1 . Comparative balance sheet as of December 31 f o r the years 
1917 to I920 p r e s e n t e d i n the form now used i t i the Board 's 
weekly p r e s s s t a t e m e n t . 

2 . Volune of b i l l s discounted and purchased each month dur ing 
1920 w i t h t o t a l s f d r th ree preceding years* (Exclusive of 
b i l l s d i scoun ted fo r ot purchased from o the r Federa l 
Reserve Banks) * Form ~ See a t t a ched sheet marked exh ib i t A* 

3 • Operat ions of check c l e a r i n g and c o l l e c t i o n depar tment . 
De ta i l ed c l a s s i f i c a t i o n of the number and amount of i tems 
handled, by months, dur ing 1920, wi th t o t a l s f o r tne t h r ee 
p reced ing yedrs • (Figures fray be f o r da lendar months or 
f o r monthly p e r i o d s ending on the 15 t h of each month) » 
Form •* See a t t a ched sheet marked e x h i b i t B. 
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U. Currency receipts frcm and shipments to member and ncn-
m ember "banks, by months, during 1$20 with to ta l s for the 
three preceding years. Form - See attached sheet marked 
exhibit C. 

5* Earnings and expenses during 1920, with tota ls for three 
preceding years. Form - Same form as adopted in Federal 
Reserve Board's 1919 -Annual Report. (Exhibit G, -pages 232-
23 4> • • * 

I t i s not intended in the foregoing spec i f icat ion of tables for 
use in the Board's Annual Report to impose any res tr i c t ion upon the 
matter to be included in the f u l l reports of the Federal Reserve 
Agents. I t i s desired, however, that, as heretofore, the manuscript 
for the text of your report be forwarded to the Board as early as 
practicable, a lso that the s t a t i s t i c a l tables included in the report 
be forwarded to the Board as soon a f ter January 1 as possible in order 
that we may be able to compare f igures in such tables with corres-
ponding figures compiled by the Board for insertion in i t s Annual Report 
and reconcile d i f ferences before any of the Federal Reserve Agents' 
reports are released for publication. 

In addition the Board w i l l prepare a table for each Federal 
Reserve Bank to replace exhibits A and B of the 1919 Annual Report, in 
which, both i n the case of discounted and purchased b i l l s , adjustments 
on account of transactions with other Federal Reserve Banks w i l l be made 
in order to show the amounts of b i l l s discounted for member banks in own 
d i s t r i c t and the amount of b i l l s purchased in the open market. The 
statement w i l l be prepared in accordance with the form attached hereto 
marked exhibit D. 

Fran data given i n these tables two charts similar to those, 
printed in the Board's 1919 Annual Report w i l l be prepared by the Board, 
one showing the re lat ion of reserves to Federal Reserve note and net de-
pos i t l i a b i l i t i e s , and the other showing the*movement of earning assets , 
including the amount of paper discounted for member banks in own d i s t r i c t 
and the percentage of such paper secured by Government war obl igat ions . 
Copies of the above mentioned tables and charts w i l l be forwarded to you 
when completed. 

Very truly yours, 

Governor. 

Letter sent to each Federal Reserve Agent. 
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S O S 

EX OFFICIO MEMBERS 

DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S REPLY TO 
F E D E R A L R E S E R V E B O A R D 

F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

_.!> jj_ 
W. P. G. HARDING, GOVERNOR 
EDMUND PLATT,VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

HENRY A. MOEHLENPAH 

W. T. CHAPMAN, SECRETARY 
R . G . E M E R S O N , ASSISTANT SECRETARY 

W . M. IMLAY, FISCAL AGENT 

November 19, 1920. 

s t . 1 5 S 5 . 

SIPJECT: Revision of Daily Bal-
ance Sheet, Form 34. 

Dear Sir: 

There i s forwarded herewith one copy of the proof 

of the daily balance sheet, form 34, to be used by the Fed-

eral Reserve Banks daring the calendar year 1921. 

The spacing on the form wi l l be somewhat rearranged 

so as to provide additional blank l ines in certain subdivi-

sions, particularly the "Deposits" and "Miscellaneous 

L iab i l i t i e s" blocks. 

In case the Bank has any suggestions to offer with 

regard to the revision of the form> i t i s requested that 

they be mailed or telegraphed to the Board in time to reach 

Vrashin0ton not la ter than November 2o. 

Very truly yours, 

Assistant to Governor. 

Letter to each Federal Reserve Agent except New York. 
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DAVID F . H O U S T O N 
SECRETARY OF THE TREASURY 

CHAIRMAN 

EX OFFICIO MEMBERS 

W. P . G. HARDING. GOVERNOR 

EDMUND PLATT.VICE GOVERNOR 
ADOLPH C . MILLER 

C H A R L E S S . HAMLIN 
HENRY A. MOEHLENPAH 

J O H N SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

F E D E R A L R E S E R V E B O A R D W . T. CHAPMAN, SECRETARY 
R. G . E M E R S O N , ASSISTANT SECRETARY 

W . M. 1MLAY, FISCAL AGENT 
A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D 
W A S H I N G T O N 

November 22, 1$20. 
s t . 1 5 9 3 . 

SUBJECT: Monthly Reports of Earnings 
and. Expenses, Forms 95« 9&> 

97 and 9 7 a . 

Dear Sir; 

Forms for use in reporting earnings and. expenses of the 

Federal Reserve Banks during the calendar year 1921 have "been 

revised and a supply vvilj. be forwarded to you as soon as received 

from the printer. In order to insure uniformity in the treatment 

of the various items, i t w i l l be appreciated i f the methods out-

l ined herein are followed in the preparation of these reports. 

With a view to enabling Federal Reserve Banks to render 

uniform reports in detai l to tne Zioard in connection with their 

operations in Bank Premises, the Chief of the Board's Division of 

Reports and S t a t i s t i c s asked the Auditors at their conference held 

in Cleveland in June 1919 to study the question of accounting with 

relat ion to Real Estate or Bank Premises owned by the Federal Re-

serve Banks. The report, as submitted by the Auditors and later 

modified af ter conference with the Chief of the Board's Division 

of Reports and S t a t i s t i c s , has been adopted by the Board with the 

following modifications, and i t i s requested that the plan out-

l ined be made e f f e c t i v e January 1, 1921. 

The item "Bank Premises" appearing in the weekly press s tate-

INCOME AMD EXPENSE - B.AM PREMISES 
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ment of the Federal Reserve Board showing "Resources and L i a b i l i t i e s of 

the Federal Reserve Banks", includes a l l real estate owned by the Federal 

Reserve Banks whether or not occupied as a banking house. In order 

therefore that there may be no confusion of terms, the words "Banking 

House" should be substituted for the words "Bank.Premises" wherever they 

occur in the Committee's report, and such substitution of terms i s made 

in th i s l e t t e r . 

OTHER REAL ESTATE - The committee's report provides: 

VJhen property classed as "Other Real Estate" i s 
'occupied in part by the bank, "Expenses - Other 
Real Estate" should be credited and "Expenses, 
Banking House" debited with the proper proportion 
of expenses, based upon the percentage of the 
f loor space occupied by the Federal Reserve Bank. 

There may be cases where the "floor space basis" would be mani-

f e s t l y unfair , and the Federal Reserve Banks are therefore authorized 

to adopt a d i f ferent bas i s , to be approved in each instance by the 

Federal Reserve Board, whenever conditions warrant. 

BASKING- HOUSE - CLASS 3 - Wnen property purchased by a Federal 

Reserve Bank for use as a permanent banking house i s par t ia l ly occupied 

by tenants, e ither temporarily or permanently, "Expenses, Other Real 

Estate" should be charged and "Expenses, Banking House" credited with 

the proper proportion of the cost of maintaining the property. Like-

wise income received from property thus rented should be credited to 

"Income, Other Real Estate". This wi l l obviate the necess i ty of se t -

ting up the new account "Income, Banking House" on Form as re-

commended in the committee's report. I t i s understood, of course, 

that the books of the Federal Reserve Bank w i l l be kept in such manner 

that the proportion of the total rents received, which i s applicable 

to Banking House account and to Other Real ^Estate account, respectively, 

w i l l be available at a l l times. 
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DEFERRED CHARGES - OTHER HEAL'ESTATE - The committee's report 

recommends that: x 

Extraordinary expenditures for major repairs 
and al terat ions to property classed as "Other 
Real Estate1' be distributed monthly over a 
period of one year. 

Approval of the Federal Reserve Board should be obtained be-

fore any extraordinary expenditures are incurred for major repairs and 

al terat ions to "Other Real Estate". In certain cases it'may be found 

advisable to prorate such expenditures to "Expenses^ Other Real Estate0 

over the period covered by a rental contract, or that during which the 

Federal Reserve Bank expects to rent the building to be altered or re-

paired, rather than for a def in i te period of one year. Requests sub-

mitted to the Federal Reserve Board for approval of extraordinary ex-

penditures for repairs and alterat ions to "Other Real Estate" should 

include a statement specifying the period oyer which i t i s expected to 

prorate such expenditures. 

NEF BUILDING ACCOUNT - Requests submitted to the Federal Re-

serve Board for permission to charge off certain expenses connected 

with the "New Building Account1', as recommended in the Committee's 

'report, should include a statement in detai l covering the expenditures 

i t i s proposed to charge off as well as a statement giving the fa ir 

market value of the ground and new building separately. 

INCOME AND EXPENSE, OTHER REAL ESTATE - New Form 97 has been pre-

pared for use in reporting income and expenses connected with property 

classed, by the committee as "Other Real Estate". The net amount of such 

income or expense should be shown on the l i a b i l i t y side of form 3*+ among 

deductions from current net earnings against new item "Less Net Expense 

(or plus net income) Other Real Estate" instead of being reported as part 
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of the P r o f i t and Loss account as recommended, by the Committee. On 

December 31, the net income or net expense -resulting from the operation 

of "Other Real Estate" daring the current year wi l l be credited or 

debited, as the case may be, to current net earnings. 

FORM 96 - CURRENT EXPENSES 

FEDERAL RESERVE CURRENCY (Original cost including shipping 

charges): Amounts reported against th is item should represent the 

total expense to the Federal Reserve Bank connected with the printing 

of Federal Reserve and Federal Reserve Bank Notes, also the (post of 

shipping such notes from Washington to the Federal Reserve Bank and 

i t s branches. 

MISCELLANEOUS CHARGES ACCOUNT FEDERAL RESERVE CURRENCY: 

The cost of shipping Federal Reserve and Federal Reserve Bank notes 

to Washington or to another Federal Reserve Bank for credit or re-

demption as well as the cost to the Federal Reserve Lank of re-

deeming such notes at Washington should be reported against t h i s item. 

TAXES ON FEDERAL RESERVE BANK NOTE CIRCULATION: Taxes accrued 

on Federal Reserve Bank notes should be estimated as at the close of 

business on the l a s t day of each month and the amount thereof charged 

to current expenses and credited to account "Reserved for Taxes other 

than Franchise Tax" of Form 3k. 

MEMORANDUM ITEMS 

MEMORANDA ON REVERSE SIDE OF FORM 9 6 : I t i s requested that 

only such amounts be reported against the memorandum items as represent 
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expenditures which are not charged to current expenses or to "Expenses, 

Other Real Estate", during the month in which the expenditure occurred. 

For exaaple, the cost of o f f i c e furniture which i s taken up on your 

"books as an asset and shown against caption "Furniture and Equipment" 

of Form should he reported against memorandum item No- 4 of Form 96, 

while o f f i c e furniture which i s charged to current expenses at the time 

of purchase should be reported against item No, 311 "Other Current Ex-

penses" on Form 96. ' 

FORM 95 - EARNINGS 

DISCOUNT PROFIT OR LOSS ON BILLS REDISCOUNTED WITH OR SOLD TO 

ANOTHER FEDERAL RESERVE BANKt Net earnings result ing from the redis-

count of discounted paper or the sale of bankers' acceptances to 

another Federal Reserve Bank at a lower rate than that at which the 

paper was or ig inal ly discounted or purchased should he credited to 

earnings on discounted or purchased b i l l s as the case may be, while, any 

loss result ing from the rediscount or sale of such paper to another 

Federal Reserve Bank at a rate in excess of that at which the paper was 

original ly acquired should be deducted from earnings on discounted or 

purchased b i l l s as shown on the daily balance sheet, Form 3*+, and on 

the monthly earnings reports, Forms 95 and 722. 

INTEREST ON PAST DUE PAPER: Past due psqper should be carried 

among the earning assets of your bank and interest earned on such 

paper credited to earnings on discounted b i l l s . 

Very truly yours, 

Assistant to Governor. 

Letter sent to Chairman of each F.R. Bank. Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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E x OFFICIO MEMBERS W. P. 6. HARDING, GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 
EDMUND PL ATT 

DAVID F.HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 
JOHN SKELTON WILLIAMS 

COMPTROLLER OF THE CURRENCY 
F E D E R A L R E S E R V E B O A R D 

W. T. CHAPMAN. SECRETARY 
R. G. EMERSON, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

A D D R E S S R E P L Y T O 
F E D E R A L R E S E R V E B O A R D WASHINGTON 

November 27, 1920 
S t . l605 . 

SUBJECT: Debits to Individual Account 
a t Reporting Clearing House 
Centers. 

Dear Sir 

I t has "been noted tha t debi ts to individual account, repor ted 

for c lea r ing house cen te r s , e spec ia l ly during the more recent weeks, 

have shown mater ia l f l u c t u a t i o n s due in no small p a r t to the f a c t that 

the number of hanks fo r which repor t s were made has not been uniform 

from week to week- I t i s evident tha t i f these f i gu re s are to r e t a i n 

any informative value they must represent debi t s for the same banks 

each week, otherwise the f i gu re s are not only of no value but are mis-

leading in tha t the trend of business which these deb i t s are supposed 

to measure may be in exact ly the opposite d i r ec t ion from tha t i nd ica ted . 

With a view to p u t t i n g the weekly statements of deb i t s to 

individual account on a s t r i c t l y comparable b a s i s , i t i s requested tha t 

where the f i g u r e s rece ived from any repor t ing clearing, house manager 

f a i l to include debi ts for a l l banks for which r epo r t s should be r e -

ceived, immediate s teps be taken to obtain the complete f i g u r e s . In 

no case, however, should r epo r t s for other centers be he ld up pending 

the r e c e i p t of f i n a l and complete data from c lear ing house centers for 

which no r epo r t s or incomplete r epo r t s were rece ived . The Board may 

f i n d i t necessary h e r e a f t e r to r e f r a i n from publ ishing f i g u r e s for any 

c lear ing house center where the f igu res fu rn i shed do not represent 

debi t s f o r the f u l l number of banks which are on the l i s t of banks ior 

which tha t center makes weekly r e p o r t s . 
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We note that there are a few centers for which the number of report* 

ing "banks, code'IDES, -has not been given in the past. In order that the 

Board may be able to determine whether or not the f igures are s t r i c t l y com-

parable, also whether any errors have been made in transmission of the 

telegrams, may we request that in the future the number of reporting banks, 

code IDES, be given for each reporting center and that telegraphic reports 

to the Board give the total number of reporting, banks and the aggregate 

amount of debits included in each telegram. 

In order that the Board may have def ini te information as to whether 

or not f igures received include debits for a l l banks whose checks are clear-* 

ed through the clearing house, i . e . , for a l l clearing house members and for 

banks which clear through clearing house members ( so-ca l led clearing non-

members), as requested in previous l e t t e r s on this subject, kindly fur-

nish us as soon as practicable with a statement showing for each reporting 

center (a) the names of a l l clearing house member banks and (b) the names 

of a l l clearing non-member banks. The names of clearing non-member banks 

should appear immediately following (and s l i gh t ly indented under) the 

names of clearing house member banks through which their checks are handled, 

and the words "not reporting" should be added in parentheses after the 

name of each bank for which no reports are now received. A supplementary 

statement should also be furnished the Board, giving the names of banks 

for which no reports are now received but wi l l be received beginning with 

January 1, 1921. 

If in your judgement there are any clearing house centers in your 

d i s t r i c t which should be added to or eliminated from the l i s t for which 

debits are now published by the Board, we shall be very glad to receive 

your recommendation on the subject* 
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As previously explained, debits to individual account represent 

a l l debits to the accounts of individuals, firms, and corporations, and 

of the U. S. Government, including debits to Far Loan Deposit Account, 

debits against savings accounts, payments from trust accounts and of 

c e r t i f i c a t e s of deposit. 

Very truly yours, 

Assistant to Governor. 

Letter sent to each F. R. Agent, 

fC 
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DAVID F. HOUSTON 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

A D D R E S S R E P L Y T O 

F E D E R A L R E S E R V E B O A R D 

F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

W . P. G . H A R D I N G , GOVERNOR 

E D M U N D PLATT . V I C E GOVERNOR 
ADOLPH C. MILLER 

CHARLES S. HAMLIN 
HENRY A. MOEHLENPAH 

W . T . C H A P M A N . SECRETARY 

R . 6 . E M E R S O N , ASSISTANT SECRETARY 

W . M. 1MLAY, FISCAL AGENT 

December 2, 1920. 
s t . 1 6 1 3 . 

SU1JECT: Schedules showing changes 
in discount ra te s . 

Dear Sir: 

I t w i l l be appreciated i f you w i l l kindly fur-

nish the Board with a complete f i l e cons is t ing of two 

copies each of a l l schedules or other not ices issiied 

to member banks re la t ing to changes made in discount 

rates since January 1 of the present calendar year. 

Very truly yours, 

Assistant to Governor. 

b e t t e r sen t to each 5 . R. Agent. 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 7, 1920. 
St. 1628.. 

SUBJECT: Revision of Daily Balance 
Sheet, Form 3^* 

Dear Sir: 

For your information there i s enclosed, herewith an 

unruled copy of the d a i l y balance sheet, Form 3^, as f i n a l l y 

approved for use during 1921. The regular supply of th is 

form w i l l be forwarded to you within the next ten days. 

Very truly yours, 

Assistant to Governor. 

(Letter sent to each Federal Reserve Agent, except Chicago.) 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 9, 1920. 
st.1629. 

SUBJECT: Forms for Reporting Earnings, Expenses 
and Fiscal Agency Department Disbursements. 

Dear Sir: 

In accordance with the Board's l e t ter St. 1593> of November 22, 

1920, there i s being forwarded to you today under separate cover a 

supply of revised Fonns 95, 9&, 97, and 97a for use in reporting earn-

ings, expenses and f i s c a l agency department disbursements during the 

calendar year 1921. 

Item "Transit Department Expense" has been eliminated from Form 

9 6 for the reason that such expenses as now reported by the Federal 

Reserve Banks and Branches are not compiled in a uniform manner. 

Compilation of this information may therefore be discontinued unt i l 

such time as def ini te instructions are issued by the Federal Reserve 

Board regarding the method to be followed in arriving at Transit 

Department expense. 

Very truly yours, 

R. G. Bnerson, 
Assistant to Governor. 

(Letter sent to each F. R, Agent.) 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 9, 1920s 
St . 1 6 3 1 

SUBJECT: Revision of Weekly Member 
Bank Condition Report, 

Form St. $1. 

Dear Sir: 

Considerable d i f f i c u l t y has been experienced in the past 

in obtaining weekly figures^, comparable over any extended period 

of time, of principal resources and l i a b i l i t i e s of reporting 

member banks in se lected c i t i e s . This has been due, in addition 

to the d i f f i c u l t y of obtaining uniformly correct information from 

member banks, to the fact that the number of reporting ins t i tu -

tions has not remained constant, largely because state banks and 

trust companies admitted to membership in the System have been 

added from time to time to the l i s t of reporting banks. 

In order that the Board may be in a posit ion to follow 

more c lose ly changes in the l i s t of reporting member banks in each 

se lected c i ty , i t wi l l be appreciated if a statement i s furnished 

at the ear l i e s t practicable date showing the names of a l l member 

banks in each se lected c i ty in yorr d i s t r i c t , the words "not 

reporting" to appear after the names of those banks which do not 

submit weekly condition reports at the present time. A supplementary 

statement should also be furnished giving tne names of banks not' now 

submitting reports but from which i t wi l l oe practicable to obtain 

reports commencing with, the week ending on January 7 of the forth-

coming year. 
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I t w i l l be the pol icy of the Board, hereafter to make additions to 

the l i s t ox reporting banks only on January f i r s t of each year# except 

where special circumstances warrant additions at other times in order to 

keep tne f igures on a comparable bas i s , and no change snould therefore be 

made in the l i s t of reporting banks as determined for the year 1921 u n t i l 

approved by the Board. As a general rule , such approval w i l l be &iven in 

case a newly organized bank becomes a memoer of the Federal Reserve System, 

unless the new bank takes over the asse t s of a non-reporting bank; also in 

case a reporting bank l iqu idates , another bank, with a f a i r l y comparable 

volume of deposi ts , loans and discounts, and investments, may be added to 

take i t s p lace . The Board wi l l a l so authorize changes in otner special 

cases , when i t deems such act ion necessary in order to maintain the com-

parabi l i ty of the f igures . 

To further improve the Board's weekly statement, i t i s requested 

that during the forthcoming year member banks be asked to subdivide the 

item "All other loans and investments", so as to show loans and discounts 

separately from investments. I t w i l l also be noted, from rev i sed form 

St • 51 that item "U» S. bonds to secure c irculat ion" has been consolidat-

ed with item "Other U. S. Bonds", and that item "Reserve balance with F.R. 

Bank" has been eliminated from the form furnished to reporting banks. The 

f igures for the l a t t e r item should be taken from the cooks of the Federal 

Reserve Bank, as i s now done in the case of Government deposits , Member 

banks1 co l l a t era l notes , and B i l l s discounted for member banks. 

In order that there may be no misunderstanding as to the exact 

informat ion to be r epor t ed aga ins t each of the capt ions of Form St* 5 a 

copy of the r e v i s e d form i s enclosed herewith, and i t i s r eques ted t h a t in 
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furnishing the reporting member banks with a supply of the new form you 

adopt the phraseology given therein. We are also enclosing 100 copies 

of revised form St , $1 to be used in renderin0 tne consolidated report 

to the Board-

Very truly yours, 

Governor. 

Letter sent to each Federal Reserve Agent. 
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Form S t . 5 1 . 
(Rev. Dec. 1920) 

FEDERAL RESERVE BANK OF 

WEEKLY REPORT OF MEMBER BANKS IN SELECTED CITIES TO BE SUBMITTED TO THE FEDERAL 

RESERVE BANK AS AT CLOSE OF BUSINESS EACH FRIDAY -

(City) (S ta te ) 
Fr iday, 192C • 

1. Loans and d i scoun t s sectored by United S t a t e s Government 
o b l i g a t i o n s - - - - - - - - - - - - - - - - - - - - - - - -

Al l loans and d i s coun t s c a r r i e d by bank (exclusive of 
paper under r ed i scoun t with Federal Reserve and o the r 
banks) f o r which borrower has pledged as s e c u r i t y 
o b l i g a t i o n s i s sued by the U. S. Government. 

2 . Loans and d i s c o u n t s secured by s tocks and bonds o ther than 
United S t a t e s s e c u r i t i e s - - - - - - - - - - - - - - - - -

Al l loans and d i scoun t s c a r r i e d by the bank (exclus ive 
of paper under r e d i s c o u n t ) f o r which borrower has 
pledged s tocks and bonds o ther than bonds i s s u e d by 
U. S- Government -

3 . A l l o ther loans and d i s c o u n t s - - - - - - - - - - - - - - -
All loans and d i s c o u n t s c a r r i e d by bank (exc lus ive of 
b i l l s r ed i scoun t sd wi th Federal Reserve and o ther banks) 
o ther than those r e p o r t e d a g a i n s t i tems 1 and 2-

4 . Total loans and d i scoun t s (Sum of i tems 1, 2 and 3) - -

NOTE: Rediscounts comprise b i l l s and n o t e s endorsed by 
r e p o r t i n g bank and red i scoun ted with Federal Reserve 
Bank or o the r banks f o r number of days to a c t u a l m a t u r i t y , 
inc lud ing n o t e s and b i l l s r ed i scoun ted under repurchase 
agreements - B i l l s and n o t e s used to secure b i l l s payable 
( r e p o r t i n g bank ' s own n o t e s ) do not c o n s t i t u t e r e d i s c o u n t s 
and t h e r e f o r e should not be deducted from loans and d i s -
counts as r e p o r t e d a g a i n s t i tems 1, 2 and 3• 

5 . United S t a t e s Government bonds - - - - - - - - - - - - - -
United S t a t e s bonds a c t u a l l y owned, inc lud ing bonds 
depos i t ed wi th U.S. Treasurer to secure c i r c u l a t i o n 
and bonds pledged as c o l l a t e r a l , but excluding bonds 
borrowed. 

6 . United S t a t e s V ic to ry n o t e s - - - - - - - - - - - - - ^ - -
United S t a t e s Vic tory no te s a c t u a l l y owned, inc lud ing 
Vic tory no te s pledged as c o l l a t e r a l , but excluding 
Vic tory n o t e s borrowed. 
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7 . United States Cert i f icates of indebtedness - - - - - - - - - $ . 
Short-term Treasury loan and tax c e r t i f i c a t e s actual ly 
owned, including c e r t i f i c a t e s pledged as co l la tera l , 
"bat excluding c e r t i f i c a t e s "borrowed. 

8. Other bonds, stocks, and securi t ies - - - - - - - - - - - -
All stocks, bonds (other than U.S.Bonds), and mortgages 
actual ly owned by the bank whether pledged or unpledged 
(exclusive of Federal Reserve Bank stock) . 

9- Total loans and discounts, and investments (Sun of items 4 to 8) 
Total loans and discounts, and investments, exclusive 
of rea l es tate , banking house, furniture and f ixtures 
and Federal Beser've bank stock. 

10. Cash in vault - - - - - - - - - - - - - - - - - - - - - - - -
Total of gold, s i lver , and paper currency on hand 
and in vault . 

11. Net demand deposits on which reserve , i s computed - - - - - -
Individual deposits subject to check, c e r t i f i c a t e s of 
deposit due in l e s s than 30 days, dividends unpaid, 
State and municipal deposits, and other deposits sub-
jec t to notice of l e s s than 30 days -

PLUS. Excess of to ta l of -
(a) Balances due to a l l banks other than 

Federal Reserve Bank. 
(b) Amount due to Federal Reserve Bank -

deferred credi ts . 
(c) Cashier's, secretary's, or Treasurer's 

checks on own bank outstanding.' 
(d) Certif ied checks outstanding. 

Over the t o t a l of -
(e) Balances due from banks other than Fed-

eral Reserve Bank and foreign banks• 
( f ) Items with Federal Reserve Bank in 

process of co l l ec t ion . 
(g) Exchanges for clearing haise , 
(h) Checks on other banks in same place . 

NOTE: In case the sum of items (e) to (h) inclusive i s 
in excess of the sum of items (a) to (d), disregard items 
(a) to (h) in making up to ta l net demand deposits-

12. Time deposits - - - - - - - - - - - - - - - - - - - - - - -
All deposits payable after 30 days, a l l savings deposit 
accounts and c e r t i f i c a t e s of deposit subject to not l e s s 
than 30 days notice, and a l l postal savings deposi ts . 

Cashier, 

, Bank. 

Note: This report should be mailed to the Federal Reserve Bank on Saturday morning 
of each week. Digitized for FRASER 
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^ REPORT OF PRINCIPAL RESOURCE AMD LIABILITY ITEMS OF TFFLFLBER BAFXS III SELECTED CITIES. 

( in thousand^ of d o l l a r s ) Figures as a t c lose of business on Friday 19— 

FEDERAL RESERVE BAI7X 01 

(Re 
Foim St.51 
v . Dec, 192C) 

[ c o d s ] F l R - B a n k 

! C i t i e s Cod 3 J F» R» Branch 
Ci t i e s 

I Other s e l e c t -
1 ed c i t i e s 

1 ^ !All se lec ted c i t -
• C o i e l i e s i n d i s t r i c t J Notes 

Number of r e p o r t i n g banks J RANT ! ROSE! ! TREEM! IFigures should be 
1 . Loans a n d Discounts (exc lus ive ! ! ! ! 1 ! ' e i t h e r mailed or t e l e -

of r ed i scoun t s ) - 1 
(a) Secured, by U.S .Govt .ob l iga t ions |HALT 

• (b) Secured by s tocks and bonds, 
o ther than U« S, Bonds - - - -

(c) A l l ' o t h e r _ _ _ _ _ _ _ _ _ _ 
2 . Investments -

(a) U, S- Bonds _ _ _ _ _ _ _ _ _ 
(b) U. S. Victory Notes 
(3) U. S. C e r t i f i c a t e s of 

Indebtedness - - - - -
(d) Other Bonds, Stocks and 

s e c u r i t i e s _ _ _ _ _ _ 
3 - Total loans and d i scoun ts , and 

investments _ _ _ _ _ 
4 . Reserve balances with IhR. Bank* 
5 * Cash i n vault _ _ _ _ _ _ _ _ _ _ _ 
6 . ITet demand d e p o s i t s on which 

r e se rve i s computed _ _ _ _ _ 
7 • Time d e p o s i t s _ _ _ _ _ _ _ _ _ _ _ 

Government depos i t s* _ _ _ _ _ _ _ 
9 • hem be r banks 1 c o l l a t e r a l no tes 

secured by _* 
(a) -h S. Govt, o b l i g a t i o n s - ~ -
( b ) ^ 1 1 ot.-i.er — — — — — _ _ —- — _ 

10 - B i l l s d iscounted for member banks, 
secrjred by - * 

(a) U* S. Govt, o b l i g a t i o n s - - -
(b) A l l o ther _ _ _ _ _ _ _ _ _ _ 

TOTAL (i tems 5 to 10 inc lus ive ) - -
11, Due from banks, bankers and t r u s t 

companies - r ross 
12- Due to banlcs, bankers and t r u s t 

conroanied - gross 

tKA^E! 

HEAD 
iHaz 

%FBI 
[CITS 

KOTE 
Trricii: 

^00? 
EUTTT 

[iURD 

HARK 

KICK 
SEP? 
HIST 

PENT 
T'.ICE PICT 

:-:OOM 
! FUSE 

POSE 
°F-r. 
PA^ 

-TIF TP 

XORB 
KALB 

FA3V 
PEAG 

rlUxS 
HUSS 
RISE 

^T0B 
EARS PLOW 

POTE 

graphed to the Board so 
as to reach Washington 
not l a t e r than 9 o ' c lock 
leach Friday morning. 
! 
'Figures wired to the 
I Board should include 
ionly those f o r "Federal 
Reserve bank c i t i e s / * 
"Federal Reserve branch 
c i t i e s " and "All s e l ec t ed 
c i t i e s in d i s t r i c t . " 

*Items 4 ,3 ,9 , and- 10, 
which are to be i n s e r t e d 
by the Federal Be serve 
Bank, should inc lude 
f i g u r e s fo r r e p o r t i n g 
banks on ly , 

**Item 11 should not 
include amounts due from 
Federal Reserve bank and 
fo re ign banks, i tems with 
Federal Reserve bank i n 
process of c o l l e c t i o n , 
exchanges fo r c l e a r i n g 
ihouse, checks on l o c a l 
banks, cash i tems, e t c . 

Item 12 should n o t 
inc lude amounts due to 
Federal Reserve bank 
and fo re ign banks. 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 11, 1920* 
s t . i 6 4 t i . 

SUBJECT: Form FRA-5, Daily Statement 
of Federal Reserve Agent. 

Dear Sir: 

The 1921 edit ion of form FRA-5, da i ly statement of Federal Re-

serve Agent, has been received from the printer, and a supply i s being 

forwarded to you today, "under separate cover. 

On the new edit ion of the form, the amount of Federal Reserve 

notes returned to the Comptroller of the Currency for destruction i s 

treated as a deduction from the gross amount received frcm the Comp-

tro l l er , whereas at present this item appears on the resource side* 

I t w i l l also be noted that code words have been provided for 

certain of the items, including two memorandum it3ms covering notes 

issued and retired during the week* As stated in the note at the 

bottom of the form, the code-items are to be telegraphed to the Board 

(in thousands of dol lars) as at close of business en each Friday. 

The f irst- telegraphic report on form FRA-5 should be made as of 

January 7, 1921, at which time weekly reports on form 3 l - b may be 

discontinued • 
Very truly yours, 

R« Bnerson, 
Assistant to Governor. 

(Letter sent to each Federal Reserve Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 11, 1920, 

St, i 6 4 i . 
SUBJECT: Closing of Books on 

December 31, ig20. 

Dear S i r : -

With the view of mainta ining un i fo rmi ty of p r a c t i c e , the Federal 

Reserve Board hj,s approved the fol lowing r u l e s to be adopted by the 

Federal Reserve Banks f o r the t reatment of dep rec ia t ion and e x t r a o r d i -

nary charges aga ins t cur ren t ne t earnings a t c los ing of books on Dec-

ember 31, 192CU 

X. Cost of Federal Reserve and Federal Reserve Bank Notes* 
Charge balance of account "Cost of Federal Reserve cur-
rency" as shovm by books on December 31 to cu r ren t ex-
penses . For method of t reatment of the account "Equip-
ment fo r p r i n t i n g Federal Reserve no tes" , see Board1 s 
l e t t e r s S t , 1$%6 and X-2075* dated November 19 and Dec-
ember 2, 1920, r e s p e c t i v e l y . 

2. Furn i tu re arid Equipment, 
Char0e balance of account as shown by books on December 
31 to cu r ren t expense4 . 

3- Cost of Vau l t s , Permanent A l t e r a t i o n s and Improvements, 
and Bank Premises . 

No charges aga ins t cur ren t expense or cur rent ne t earnings 
should be made on account of v a u l t s , permanent a l t e r a t i o n s 
and improvements, or bank premises, without f i r s t obta ining 
the approval of the Federal Reserve Board. 

In ac t i ng upon requests fo r approval to cnar&e off the 
cos t of a l t e r a t i o n s and improvements and to make c e r t a i n 
charge-off s on account of deprec ia t ion of bank bu i ld ings 
or p r o p e r t i e s purchased wi th the i n t e n t i o n of e r ec t ing new 
bank b u i l d i n g s , the Board w i l l be guided in general by the 
p r i n c i p l e s o u t l i n e d in i t s l e t t e r X-17^1 dated December 3> 
1919. 
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st . 1641 1251 
bo Apparent Depreciation on United S ta tes Government Secur i t ies* 

Ful l p rov is ion should be made for apparent deprecia t ion 
(based on market value) on U» S. Government s e c u r i t i e s 
before any amount i s t r a n s f e r r e d to surplus account. No 
change should be made in ths oook value of s e c u r i t i e s , 
but deprecia t ion allowance should be charged to current 
ne t earnings and ca r r i ed to account "Depreciation reserve 
on U . S . bonds". Adjustments should be f i g u r e d on the 
bas i s of December 30, 1920 market quotat ions• 

5* Surplus and Franchise Tax, 
Af te r a l l cur ren t expenses, extraordinary charge-of f s , arid 
dividend payments have been provided f o r , the net earnings 
should be d i s t r i b u t e d as fol lows: 

(a) Transfer to surplus account a l l ava i lab le net 
earnings provided the normal surplus account 
would not as a r e s u l t exceed the bank 's sub-
sc r ibed cap i t a l , in which case only such amount 
should be t r a n s f e r r e d as i s necessary to increase 
the normal surplus to an amount equal to the 
bank's subscribed cap i ta l* 

(b ) Of t h e o a l a n c e of n e t e a r n i n g s , i f any , 10 p e r 
cent should he t r a n s f e r r e d to super-surplus 
account and $0 per Cent pa id to the U. S. Gov-
ernment as a f r anch i se t ax . 

I t i s the Board1 s des i re that the normal surplus of each Federal 

Reserve Bank, i . e . , the surplus which according to law may reacn a 

maximum equivalent to the bank 's subscribed c a p i t a l , be kept separate 

on the Bank's books from the " S u p e r - s u r p l u s t o be accumulated from net 

p r o f i t s r e t a i n e d oy the bank a f t e r the normal surplus sha l l have reached 

100 per cent of the bank's subscribed cap i t a l* 

On Form 3^ and in a l l published statements, however, the two 

accounts, surplus and super-surplus , should be combined under the general 

heading "Surplus". 

Kindly acknowledge r e c e i p t . 

Very t r u l y yours, 

Governor. 

(Copy of t h i s l e t t e r sent to Chairman of each F.R.Bank.) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 11, 1920-
St.1642 

SUBJECT: Form 50 - Monthly Report of 
Clearing Operations . 

Dear S i r : 

Form 50, Monthly repor t of c lea r ing opera t ions , wi l l 

be p r i n t e d ins tead of mimeographed fo r use during the f o r t h -

coming calendar year , and i t i s expected that a y e a r ' s supply 

thereof w i l l be forwarded to you during the l a t t e r pa r t of 

t h i s month. 

The Banks w i l l not be asked to ca lcu la te the average 

da i ly number and amount' of items handled each month during 

1921, as has been the case during previous years . A memo-

randum item has been added, however, against which each Fed-

e ra l Reserve Bank and Branch w i l l be asked to r epor t the 

number and amount of items sent by member banks i n i t s t e r r i -

tory d i r ec t to other Federal Reserve banks and the i r branches. 

I t i s requested tha t arrangements be made so that t h i s 

add i t iona l information may be ava i lab le beginning with 

January 1, 1921. 

Very t r u l y yours, 

R.GJEmerson, 
Ass i s t an t to Governor. 

Le t t e r sent to each Federal Reserve Agent. Digitized for FRASER 
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Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD 
WASHINGTON 

December l4, 1920. 
S t . l 6 4 g . 

SUBJECT: Holdings of U- S. Secur i t i e s * 

Dear S i r : 

Will you k indly fu rn i sh the Board, as soon as p rac t i cab le 

a f t e r December 31, 1920, with a statement showing your holdings 

of U. S- s e c u r i t i e s as at the close of "business on December 31, 

1920, c l a s s i f i e d in d e t a i l in accordance with the t ab le p r in ted 

on page 132 of the I919 annual repor t of the Federal Reserve 

Board. 

Very t r u l y yours, 

R. G. Emerson, 
Ass is tant to Governor. 

(Let ter sent to each Federal Reserve Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 16, 1920-
s t .1653. 

SUBJECT: Reports of Paper pledged 
with Federal Reserve Agents-

Dear S i r : 

With a visw t o decreasing the am-ont of work and of s impl i fy-

in™ records kept "by the Federal Reserve Banks and Agents in con-

nect ion wi th the pledge, subs t i tu t ion , and r e l ease of e l i g i b l e 

paper a s c o l l a t e r a l s ecu r i ty for outstanding Federal Reserve notes , 

you are authorized, be-inning with January 1, I92I, to d iscont inue 

fu rn i sh ing the Board with r epo r t s on fo ra 3D-22, "Schedule of co l -

l a t e r a l accepted by Agent as s ecu r i t y fo r issuance of Federal Re-

serve notes"* 

E f f e c t i v e as of the same date , paper which i s pledged wi th the 

Federal Reserve Agent immediately a f t e r discount or purchase should 

be reported on schedules ED-4 and BD-7 separate frcm those covering 

paper which i s not so pledged, and a statement, signed by the Federal 

Reserve Agent or h i s a s s i s t a n t , shculd be typewri t ten or stamped on 

su6h schedules reading s u b s t a n t i a l l y as fol lows: 

"Receipt i s acknowledged of $ of 
e l i g i b l e paper as reported above agains t items num-
bered to inc lus ive , to be held 
as c o l l a t e r a l s ecu r i ty against outstanding Federal 
Reserve notes.1 1 

Federal Reserve Agent. 
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- 2 - S t . 1 6 5 3 -

In case e l i g i b l e paper i s pledged with the Federal Reserve 

Agent other than a t time of discount or purchase a separate 

schedule, BD-U or ED-7 as the case may he, covering such pledge 

should "be submitted to the Board. I t w i l l be s u f f i c i e n t i f these 

schedules show the number and amount of each item and the date i t 

was discounted or purchased by the Federal Reserve Bank. The 

schedules should bear across the top in c a p i t a l l e t t e r s a s t a t e -

ment to the following e f f e c t : "Schedule covering e l i g i b l e paper 

pledged with Federal Reserve Agent subsequent to date of discount 

or purchase.11 

In author iz ing the discontinuance of r e p o r t s on schedules 

BB-22, the Board de s i r e s t o s t a t e t h a t the records of both the 

Bank and Agent must continue t o be kept in such manner t h a t there 

w i l l be no d i f f i c u l t y at any time i n l e t emit t ing exac t ly which 

b i l l s and notes are under pledge with the Federal Reserve Agent. 

Very t r u l y yours, 

Governor. 

(Copy sent t o each Federal Reserve Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 20, 1920 • 
St .1660. 

SUBJECT: S t a t i s t i c s for use in Federal 
Reserve Board's Annual Report . 

Dear S i r : 

For us3 in connection with the Board's f o r t h -
coming'annual r epor t , w i l l you k ind ly have statements 
prepared covering the following operat ions of your "bank 
during the calendar year 1$20: 

1- Number and amount of t r a n s f e r s bought and 
t r a n s f e r s sold each month: (a) by d r a f t ; 
(b) by te legraph. 

2 . Number and amount of co l l ec t ion items (non-
cash items) handled during the year: (a) 
number received for co l l ec t i on ; (b) number 
re turned unpaid; (c) number co l l ec ted ; (d) 
amount c o l l e c t e d . 

3 • Number of (a) manber banks and (b) c l ea r ing 
non-member banks making use of the c lea r ing 
and c o l l e c t i o n f a c i l i t i e s of the Federal 
Reserve Banks, i . e . , number of banks forward-
ing cash items to the Federal Beserve Bank 
for co l l ec t ion , as of December 31 ,1919 and 
1920. 

I t w i l l be appreciated i f the above data are f u r -
nished a t the e a r l i e s t p r a c t i c a b l e date a f t e r January 1 . 

Very t r u l y yours, 

B. G-. Bnerson, 
Ass i s tan t to Governor . 

(Copy sent to each Federal Beserve Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 20, 1920. 
s t . 1663. 

SUBJECT: Monthly repor t of Clearing 
Operations, Form 50. 

Dear S i r : 

, In l i e u of the regular monthly r epo r t of c l ea r ing 

operat ions on form 50 for the month ending January 15, 1920, 

w i l l you k ind ly f u m i d i the Board with s tatements showing 

separa te ly , the numbers and amounts of items handled during 

the per iods December 16 t6 31, 1$20 and January 1 to 15, 

1921, r e s p e c t i v e l y . 

Please i n s t r u c t branches- A 

Very t r u l y yours, 

R. G-. Emerson, 
Ass i s tan t to Governor. 

(Copy sent to each F. B. Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 20, 1920* 
St . l66U. 

SUBJECT: Reports of Gainings, expanses 
and dividend, payments fo r 1920. 

Dear S i r : 

May we ask t h a t you kindly: accompany your r egu la r earn-
ings and expense r epo r t s fo r the month Of December with the f o l -
lowing a d d i t i o n a l da ta f o r the period January 1 to December 31,1920 

( l ) Statement showing the following informat ion: 

(code) 
EACH - Gross Earnings - - - - - - - - - - - - $ 
EADS - Total Current Expenses - - - - - - - -
EARN T Current Net Earnings - - - - - - - - - - - - - - $ 
ELBA - Debits to Current Net Earnings - - - -
ENID - Credi ts to Current Net Earnings - - - ____________ 

Net deb i t or ne t c r e d i t to cu r ren t ne t 

EAST - Net earnings ava i lab le f o r dividends, surplus 
and f ranchise t a x - - - - - - - - - - - - - - - . 

Dividends paid - - - - - - - - - - - -
Carried to normal surplus account - -
Carried to Super- surplus account - - -
Paid to Government as a f ranchise 

Total 

I t w i l l be appreciated i f the amounts shown opposite 
items for which code words are given are telegraphed to the 
Board no t l a t e r than January 3», 1921-

EYRE -
EVEN -
ERIN -
EMET -
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(2) Itemized statement showing in d e t a i l a l l d e b i t s and 
c r e d i t s to cur rent ne t earnings ( P r o f i t and Loss account) during 
the year . 

(3) Separate r e p o r t s on foims 95 and 9& showing, in the 
second or t o t a l columns, earnings and expenses during the e n t i r e 
year . The regu la r monthly r epo r t s on these forms should, of course, 
show in the second colimns the earnings and expenses of your bank 
frcm Ju ly 1 to December 31, 1920. 

Yours very t ru ly , 

R. G-. Bnerson, 
Ass is tant to Governor. 

(Copy sent to each F. E. Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

Decamber 20, l$20• 
S t . 1 6 6 5 -

SUBJECT: Revised. Forms fo r use during 
1921. 

Dear S i r : 

There i s "being forwarded to you today, under sepa-
r a t e cover, a supply of each of the forms l i s t e d "below, as 
rev i sed f o r use during the calendar year 1$21: 

200 comes of formX-1078 - Weekly repor t showing 
ma tu r i t y d i s t r i b u t i o n of b i l l s discounted for and purchased 
from other Federal Reserve Banks. 

100 copies of form A - Monthly r epo r t of i nves t -
ment opera t ions• 

100 copies of form UU - Monthly repor t of Federal 
Reserve notes received, issued, e t c - , by denominations« 

50 copies of form 44a - Monthly repor t of Federal 
Reserve notes outstanding and gold held as securi ty* 

100 copies of form X*1252a - Monthly repor t of 
currency r e c e i p t s and shipments. 

100 copies of form S t . 550 - Monthly repor t of 
war savings s e c u r i t i e s sold or exchanged-

100 copies of form St . 552 - Report of payments 
for each s e r i e s of loan or t ax c e r t i f i c a t e s i s sued . 

Your a t t e n t i o n i s cal led to the f a c t t h a t on 
revised form X-1252a currency r ece ip t s are shown in the 
f i r s t column and currency shipments in the second, i , e - , 
in reverse order from t h a t ca l led fo r by the presen t 
form. I t w i l l a lso be noted tha t h e r e a f t e r r e p o r t s on 
form St.550 are to be rendered monthly instead of weekly 
as has been the case in the pas t , while r epo r t s on form 
S t . 552 are to be rendered whenever a new s e r i e s of t ax or 
loan c e r t i f i c a t e s i s i s sued . 
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The detailed, analyses of subscr ip t ions received 
to c e r t i f i c a t e s of indebtedness f ca l led for "by the Board1 s 
let tersX-gU? and X-1059, dated March 29 and Ju ly 12, igigy 
need not "be furnished in the fu tu re as the da t a des i red w i l l 
"be reported on revised form St . 552• 

In t h i s connection you are also advised tha t re-, 
po r t s on form X-938, showing Federal Reserve Bank notes 
received, re turned, on hand, e t c ., by denominations, may 
be discontinued as of December 31 of t h i s year . 

Very t r u l y yours, 

R* G, Emerson, 
Ass i s tan t to Governor -

(Sent to each R- Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

Decemoer 22, 1^20. 
s t . 1670 . 

SUBJECT: Revised. Form 105, Condition Report 
of S ta te Bank and Trust Company 
Members* 

Dear Sir: 

There are being forwarded to ycai today under 

separa te cover by r e g i s t e r e d mail copies of Form 105* 

r e v i s e d as of November 1, 192O* 

Please mail th ree copies of the form to each 

S ta t e Bank and Trust Company member in your d i s t r i c t , 

with i n s t r u c t i o n s to ho ld the blank forms pending r e -

ce ip t of a c a l l f o r condi t ion r e p o r t , when they should 

be promptly f i l l e d out and two copies mailed to you -

in no case l a t e r than ten days a f t e r r e c e i p t of the ca l l* 

Kindly acknowledge r e c e i p t . 

Very t r u l y yours , 

E.G.Emerson. 
A s s i s t a n t to Governor. 

Le t t e r sent to each F,R, Agent, 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 22, 1920. 
st .1671. 

SUBJECT: Earnings and. Dividends r e p o r t s 
of S t a t e Bank and Trust Company 
members as of December J l , 1920 . 

Dear S i r ; 

There are be ing forwarded to you today under separate 
cover c o p i e s of form 107 f o r u s e of S t a t e bank and Trust 
company members i n submit t ing t h e i r semi-annual r e p o r t s of 
earn ings and d i v i d e n d s . 

P l e a s e a d v i s e the banks that the repor t i s to cover the 
s ix-month p e r i o d ending December 3l> 1920, i r r e s p e c t i v e of 
whether or not they may have c l o s e d t h e i r books on that d a t e , 
or whether any d iv idends that may have been d e c l a r e d cover that 
p a r t i c u l a r p e r i o d . 

The repor t should be submitted t o you i n d u p l i c a t e w i t h -
i n t en days a f t e r r e c e i p t of the blank forms by r e p o r t i n g banks, 

/ 
Very t r u l y yours , 

R. G. Bnerson. 
A s s i s t a n t to Governor. 

(Copy of t h i s l e t t e r s e n t to Agent of each F.E.Bank) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 24, i g 2 0 . 
st .1674. 

' SUBJECT: R e v i s i o n of Form J S , C l a s s i f i -
c a t i o n of B i l l Ho ld ings . 

Dear S i r : 

There i s a t t a c h e d h e r e t o a mimeographed copy 

of Form 38 , C l a s s i f i c a t i o n of ho ld ings of d i s counted 

and purchased b i l l s , as r e v i s e d f o r u s e daring the 

forthcoming calendar year . I t w i l l be n o t e d that r e -

p o r t s on the new form are to be rendered as of the 

l a s t day of each month, i n s t e a d of weekly as a t , p r e s e n t . 

The form i s now be ing p r i n t e d and a y e a r ' s 

supply w i l l be forwarded to you during the e a r l y part 

of January. 

Very t r u l y yours , 

R. G. Emerson. 
A s s i s t a n t to Governor. 

L e t t e r s e n t to each F. R. Agent . 
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. FEDERAL RESERVE BOARD 
Form 3g ' 

* Revised Dect_ ^ $ 2 0 . 

CLASSIFICATION OF DISCOUNTED AND PURCHASED BILLS HELD BY 

THE FEDERAL RESERVE BANK AND AGENT AT 

at c l o s e of bus iness on the l a s t day of the month of 

B i l l s discounted f o r member banks and for Federal Reserve Banks? 
Secured by U. S« Government o b l i g a t i o n s -

1. Member banks' c o l l a t e r a l no tes - - — - - - — -
2. Non-member banks' paper endorsed by member banks - - - - -
3• Customers' b i l l s and n o t e s - - - - - - - - - - - - - - - -

Otherwise secured and unsecured ( including paper p a r t i a l l y 
secured by U. S. Government o b l i g a t i o n s ) -

H, Member banks' c o l l a t e r a l n o t e s - - - - - - - - - - - - - -
5> A g r i c u l t u r a l paper — — — - -
6 , L ive - s tock paper _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
7 • Commercial and i n d u s t r i a l paper, n . e . s . _ _ _ _ _ _ _ _ _ 
8 . Bankers' acceptances -

(a) Foreign (Based on Imports $ ' Exports $ ) - _ 
(b) Domestic _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
(c) Dol lar Exchange b i l l s - - - - - - - - - - - - - - - -

9 • Trade acceptances -
(a) Foreign (Based on Imports $ Exports $ ) -
(b) Domestic 

10. Total d iscounted b i l l s _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

B i l l s purchased in open market, inc lud ing purchased b i l l s acquired from 
other F. R, Banks: 

11. Bankers' acceptances' -
(a) Foreign (Based on Imports $ Exports $ ) - $_ 
(b) Domestic - - - - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
(c) Dol lar Exchange b i l l s - - - - - - - - - - - - - - - - _ 

12. Trade a c c e p t a n c e s 
(a) Foreign (Based on Imports $ Exports $ ) - _ 
(b) Domestic _ 

13. Total b i l l s bought - - - - - - - - - - - - - - - - - - - - _ 

C l a s s i f i c a t i o n of purchased b i l l s according to endorsement! 
14. Acceptances bearing endorsement of a member bank other than 

acceptor 
15- Acceptances bearing endorsement of a non-member bank or 

, banker other than acceptor _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
(Acceptances bearing endorsement of a non-member 
bank or banker, in addi t ion to that of a member 
bank, should be included only w i t h "Acceptances 
bearing endorsement of a member bank other than 
acceptor" . ) 

l 6 . Acceptances not bearing the endorsement of any bank or . 
banker _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

(Acceptances bearing endorsement of acceptor 
only should be c l a s s e d as "Acceptances n o t 
bearing endorsement of any bank or banker,") 

Total - (Should agree w i t h item 13) - -

- ( Bankers' - - - - - -
He - Acceptances purchased from acceptor : ( 

( Trade - - - - - - : 
Acceptances bearing endorsement of more than one bank or 

banker other than acceptor- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

1205 

192 

To be ma i l ed to F e d e r a l Reserve Board, Washington, D. C., n o t l a t e r t h a n the 
t e n t h of each month• In case comple te d a t a a r e no t a v a i l a b l e , due to s c h e d u l e s in 
t r a n s i t , p r e l i m i n a r y s t a t e m e n t should be m a i l e d and f i n a l r e p o r t r e n d e r e d when 
schedules have been r e c e i v e d , 

S t . 1 ^ 8 5 , 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 24, 1920. 
st .1676 

SUBJECT: 1 9 a Edi t ion of Form 3U, 
Daily Balance Sheet, 

Dear S i r : 

With re ference to the dai ly balance sheet Form 3^, 
the 1921 ed i t i on of which i s "being forwarded to each Federal 
Reserve Bank and Branch as received from the Government 
P r i n t i n g O f f i c e , may w@ ask tha t the special a t t e n t i o n of the 
Bank be i n v i t e d to the following changes made in the form: 

Code items BAZE and BEDE have been changed so as to 
represen t a l l paper secured by U, S. Government ob l iga t ions , 
i n s t ead of paper secured by U. S. wax obl iga t ions as shown on 
the presen t ed i t ion of the form* Corresponding changes have 
been made in the de t a i l ed c l a s s i f i c a t i o n appearing on the 
reverse side of the form* 

Several of the code words shown in the "Uncollected 
Items" block of the present form having been el iminated, the 
SETL telegram sent to the Board on Saturday morning should 
show the necessary change in uncol lec ted items against code 
item BUDA* Other changes r e s u l t i n g from the set t lement through 
the gold fund should be repor ted against code items BABE, TEND, 
TEAM, TOTE, CURL and TRAP. 

Beginning with January 1 dividends are to be accrued 
dai ly and the gross amount repor ted , in the space provided 
t h e r e f o r , as a deduction from current net earnings in order to 

. a r r ive a t the ne t amount of earnings avai lable fo r surplus and 
f r anch i se t ax . The amount of such dividends accrued, p lus 
i n t e r e s t received from new members account c ap i t a l stock 
requirements, and l e s s dividends paid in the current per iod 
on account of the surrender of cap i t a l stock, should be shown 
agains t item ,fAccrued dividends unpaid11 in the 'Miscellaneous 
L i a b i l i t i e s " block* 

Yours very t ru ly , 

R* G. Emerson, 
Ass i s tan t to Governor. 

La t t e r sent to each F.R.Agent, 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 23, 19 20. 
St.1678. 

SUBJECT: Revision of Weekly Report 01 
Gold Receip ts and Payments, 
Form X-IO53. 

Dear S i r : 

There i s being t r ansmi t t ed to you today under 
separate cover fo r use during the forthcoming year a 
supply of r ev i s ed form X-1053, Weekly Report of Gold 
Receipts and Payments. In order to insure un i fo rmi ty 
in r e p o r t s , may we request t h a t the t r ansac t ions out-
l i n e d below be handled in the manner ind ica ted . 

Amounts rece ived from and paid to the U- 'S . 
Government on account of Federal Reserve no tes of 
other Federal Reserve Banks forwarded fo r redemption 
and of no tes of repor t ing bank presented to the U. 5. 
Treasurer fo r redemption should be shown gross , i n -
s tead of net as has been the p r a c t i c e of a number of 
the banks in the p a s t . 

All deposi ts of gold with the U. S. Treasurer 
fo r c r e d i t in the 3$ Redemption Fund held aga ins t 
Federal Reserve Bank notes and fo r c r e d i t to the Re-
demption Fund accounts maintained by National banks 
should be shown in the fou r th column of the r epor t 
and specia l no ta t ion made thereof under sec t ion two 
on the reverse s ide of the form. 
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Transfers from or to other Federal Reserve 
Banks through the Gold. Settlement Fund for account 
of the Treasurer of the United S ta tes should be r e -
por ted aga ins t items OBEY and PIKE, r e spec t ive ly , 
and not as r e c e i p t s from or payments to the U. S. 
Government. 

Gold r ece ip t s and payments "between the parent 
bank and i t s branches should not appear on the r e -
por t showing r e c e i p t s and payments by the Head Of f i ce 
and Branches combined, since in combining the f i g u r e s 
a r ece ip t would be o f f s e t by a payment and would, 
t he re fo re , not involve any change in the amount of 
gold he ld as shown on the combined r e p o r t . 

Very t ru ly yours, 

It, G. Emerson. 
Ass is tant to Governor. 

Le t te r sent to each F. R. Agent. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

December 2J, 1220. 
S t . l b g j . 

SUBJECT: Form 1J1, Report of Average 
Daily Holdings of Earning 

Assets . 

Dear S i r : 

There i s being forwarded to you today under sepa-

r a t e cover, a supply of Form 171 - superseding mimeograph 

Form ]22 - fo r use in repor t ing average dai ly holdings of 

earning a s s e t s , earnings thereon and annual r a t e s of earn-

ings during the calendar year 1921. 

Very t r u l y y o u r s , 

R. G. Emerson, 
Ass is tan t to Governor. 

(Le t te r sent to each F. R. Agent) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

Decanter 27, 1920. 
St . l6S5- • 

SUBJECT: Nun be r of mem"ber "banks in' 
d i s t r i c t on December 31,1920 
and. number accommodated through 
discount operat ions during the 
year 1920-

Dear S i r : 

Will you k ind ly fu rn i sh the Board, as soon as 

p rac t i cab le a f t e r December 31, 192', wi th a statement 

showing the nun "be r of aerobe r banks in your d i s t r i c t on 

December 31, 1920, and the number of banks accommodated 

through the discount of paper during the year 1920, d i s -

t t r i bu t ed by Sta tes , in accordance with the f i r s t two 

columns of table No. 30 p r in ted on pages 166 and 167 of 

the 1919 annual repor t of the Federal Beserve Board, 

•v Very t r u ly yours, 

E. G. Emerson, 
Ass is tant to Governor. 

(Let ter sent to each F. "R. Agent) 
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F E D E R A L R E S E R V E B O A R D 

W A S H I N G T O N 

December 28, 1920. 
s t . 1629. 

SUBJECT: S t a t i s t i c s of F i sca l Agency 
Operations for use in Federal 
Reserve Board's Annual Report. 

Dear S i r : 

For use i n connection wi th the Board's forthcoming Annual 
Report, w i l l you k ind ly have a statement prepared showing the 
following d a t a r e l a t i n g to f i s c a l agency operat ions of your "bank 
during the calendar year 1920: 

1 . Number of banks subscribing to c e r t i f i c a t e s of 
indebtedness (no bark to be counted more than 
once) . 

2 . . Total amount of c e r t i f i c a t e s of indebtedness 
redeemed. 

3 - Total number and amount of i n t e r e s t coupons 
redeemed: (a) account Liber ty bonds and Victory 
no tes ; (b) account c e r t i f i c a t e s of indebtedness. 

4. .Exchanges and conversions of L iber ty bonds and 
Victory notes : (a) Temporary Bonds exchanged 
f o r permanent bonds: Number - Amount. 
(b) Permanent Bonds and Victory notes exchanged 
and / or converted: Number - Amount. 

The sum of the numbers and amounts reported 
agains t items (a) and (b) should represent 
the t o t a l number and amount of Libet ty bonds 
and Victory notes exchanged or converted 
during the yea r . 

/ 

5» Number and an aunt of war savings s e c u r i t i e s sold 
and redeemed during the year : (a) Treasury savings 
c e r t i f i c a t e s : so 2d-redeemed; (b) TJar savings c e r t i -
f i c a t e stamps: soli-redeemed; (c) T h r i f t stamps 
sold - redeemed. 
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- 2 - St .iGsg• 

6. Number of spec ia l war loan d e p o s i t a r i e s in d i s t r i c t 
a t end of year . 

7 . Amount of s e c u r i t i e s pledged agains t war loan de-
p o s i t s as of the end of each month: (a) Amount 
held in own v a u l t s ; (t>) Amount held "by outs ide 
cus todians . 

8. Number of custodians of c o l l a t e r a l fo r war loan 
depos i t s a t end of year . 

I t w i l l "be appreciated i f the above da ta are furn ished a t 
the e a r l i e s t p r ac t i cab l e date a f t e r January 1. 

Very t r u l y yours, 

R. G. Emerson, 
Ass i s tan t to Governor. 

(Letter sent to each R. Agent) 
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